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, Rise in US trade 
gap prompts fear 
of row with Japan 

Fears of heightened US-Japanese trade tension 
fjj** “ t £ r 311 unexpectedly sharp rise In the US 
trade deficit to JlO^bn in March, the biggest short- 

™ .Kff” yeareMorethanhal,tiiedefirf t 

The deterioration is likely to prompt a sharp 
downward revision of first quarter growth to 
an annual rate of 1.0-1 .5 per cent against initial 
estimates of 1.8 per cent Page 14; Ctinton acts 
to head off revolt over cuts. Page 6 

Deutsche Bank, Germany’s biggest bank, 
saw total operating profits rise by “a good 20 
per cent” in the first four months of 1393, but 
the chief executive said it was unrealistic to expect 
this to continue throughout the year. Page IS 

Russia pledges troops for Bosnia: Russia 
* is understood to have pledged troops to monitor 
y Bosnia’s borders, which Serbia's president Slobodan 
Milosevic has promised to seal to deprive Bosnian 
Serbs of supplies. Page 3 

Attali to sue for libel: Jacques Attali, president 
of the European Bank for Reconst ru ction and 
Development, said he would sue for Libel over 
accusations of plagiarism and inaccuracy in his 
new book about President Mitterrand Page 3 

Kohl urges spending cuts: Chancellor Helmut 
Kohl demanded sharp public spending cots as 
the Bundesbank warned that government policies 
were partly responsible for last month's surge 
in money supply growth. Page 2 

Head of Stamens In Italy arrested: Giorgio 
Scanavaca, chairman and chief executive of the 
r| Italian subsidiary of Siemens, German electronics 
” group, was arrested In Milan on corruption charges, 
apparently in connection with an inquiry into 
the attempts to obtain telecoms contracts. Page 14 

Uruguay urges regional free trade Mocs: 

Latin American coun- 
tries should concentrate 
on regional trade group- 
ings rather than pursue 
a continent-wide free 
trade zone, Uruguayan 
president Luis Alberto 
Lacalie (left) said in 
an interview with 
the FT. He praised 
Mercosur - a trade 
bloc made up of Uru- 
guay, Argentina, Brazil 
and Paraguay — but cautioned against excessive 
faith in Mafia which “is not a reality yet". Page 7 

Sesa, UK brewing and hotels group, reported 
a 14 iwr cent drop in first half pre-tax profits 
to ($3olm) as Holiday Inns were hit by 
recession and the UK brewing bustness increased 

l?ad debt provisions. Page 15 

S£csk speculator sentenced: Japanese 
s *«cV speculator Mitsuhiro Kotani was given, 
un itViuoath suspended jail sentence for what 
a Tokyo court described as “naked ma n ipu l ation" 
of stock prices. Page 4 

Chemical Banking has received permission 
from the Federal Reserve to underwrite and sell 
corporate bonds through its securities arm, becom- 
ing the fifth leading US commercial bank to be 
£. granted debt underwriting powers. Page 17 

Strong franc hits exporters: Economic 
recession and the strong franc have made an 
increasing number of the clients of French export- 
ers unable to pay their bills. Page 7 

GTE, largest local US telephone company, plans 
to sell around 500,000 access lines in nine states 
to Citizens Utilities, a diversified utilities group 
based in Connecticut, for $l.lbn cash. Page 17 

^ Compass Group, UK healthcare and catering 
company, Is to move into continental Europe 
through the acquisition of the airport restaurant 
and contract catering business of SAS Service 
Partner for £71.9m ($U0m). Page 15 

Guatemalan violations: Political killings 
are continuing in Guatemala, despite the civilian 
government’s pledge to end them, Amnesty Interna- 
tional says. Page 6 

Hondgan Joins Liggett: Edward Honigan, 
who headed the tobacco business at RJR Nabisco, 
is re-entering the cigarette industry as chairman 
and chief executive of Liggett Group. Page 17 

Belgian privatisation battle: Fortis, 
Dutch-Belglan financial services group, and Belgian 
bank Generate de Banque are to battle for a stake 
in a Belgian state-owned savings bank in the 
first round of a four-year BFrTObn (S2bn) privatisa- 
tion programme Page 15 
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Fringe group blamed for riot ■ growth package to boost economy 

Danish tax 
rates cut as 
reward for 
treaty vote 


By Hugh Carnagy end Hilary 
Barnes In Copenhagen and 
Lionel Barber In Brussels 

THE DANISH government 
yesterday brushed aside violent 
demonstrations sparked by Tues- 
day's referendum result endors- 
ing the European Community's 
Maastricht treaty, and as a 
reward for the Yes vote 
announced a programme to stim- 
ulate economic growth and 
employment. 

The riots in an inner city dis- 
trict of Copenhagen left 11 dem- 
onstrators wounded by police 
gunfire and 26 policemen injured. 
They were said by officials to 
have been the worst peacetime 
disturbances in Denmark. The 
government blamed a small 
fringe group of militant squat- 
ters. 

Yesterday, the area returned 
quickly to normal, but local resi- 
dents were braced in case of fur- 
ther disturbances last night The 
government insisted the attacks 
did not represent the feelings of 


PAGE 2 

■ Rasmussen b quick to reward 
Danish voters 

■ EC must now make Maas- 
tricht treaty work 

■ Tensions ease in exchange 

rate mechanism 

■ Editorial Comment Page 13 

■ Major postpones ERM re-en- 
try indefinitely Page 14 

the vast majority of No voters. 

Mr Foul Nyrup Rasmussen, the 
Social Democratic prime minis- 
ter, condemned the riots as an 
isolated incident and told parlia- 
ment the government would 
slash marginal income tax rates 
to bring them closer into line 
with the rest of the EC. State 
investment plans to push up 
growth in gross domestic product 
from under l per cent this year to 
almost 35 per cent in 1994 would 
also be brought forward. 

At the same time, Denmark’s 
central hank cut the official dis- 



Plainclotfaes police draw pistols during Tuesday night’s demonstration in Copenhagen 


count rate to 8.25 per cent from 
9.25 per cent and commercial 
banks announced similar reduc- 
tions in their lending and deposit 
rates, which had been held artifi- 
cially high because of uncer- 
tainty over the Maastricht vote. 

Business reaction was positive. 
The Copenhagen stock market, 
which had risen strongly in 
expectation of a Yes vote, put on 
a further 2.30 points to close at 
30189. 

The tax cuts are aimed at gal- 
vanising other EC member states 
to rally behind a beefed-up eco- 


nomic growth package ahead of 
next month’s EC summit in 
Copenhagen. 

The Danish presidency of the 
EC, working with the European 
Commission, wants member 
states to consider fresh measures 
to stimulate growth, mainly 
through shifting to capital spend- 
ing. making the labour market 
more flexible, and other fiscal 
incentives to create jobs. 

The growth package and the 
unemployment crisis in the EC 
are top of the agenda at a 
two-day meeting of EC finance 


ministers in Kolding, Denmark, 
which starts tomorrow. 

In Brussels yesterday. Commis- 
sion officials hailed the Danish 
endorsement of the Maastricht 
treaty in Tuesday’s second refer- 
endum as giving a “psychological 
lift" to the Community after sev- 
eral months of drift. 

The positive vote has given 
new impetus to the Danish presi- 
dency. Danish officials vowed to 
press for agreement on issues 
such as a new trade liberalisation 

Continued on Page 14 
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Squatters 
see EC as 
capitalist 
conspiracy 

By Hugh Camegy in Copenhagen 

FINANCIAL journalists were not 
very welcome at Ihe “youth 
house” in Copenhagen's Norre- 
bro district yesterday morning, 
after the violent clashes sparked 
by Denmark's Yes vote in the 
Maastricht referendum on 
Tuesday left 11 young demon- 
strators with gunshot wounds 
and 26 policemen injured by 
bricks. 

“Yon and your businessmen, 
you are the ones that are push- 
ing ns down.” snarled a bearded 
man sitting on the doorstep of 
the collective meeting place, 
drinking from a bottle of beer. 
“You are just like the police, " 
added an angry young woman 
seated close by. 

The typically black-clad, 
unkempt and unemployed 
youths that make up the loose 
movement known in Denmark as 
BZers, or squatters, were said by 
the police to have instigated the 
post-referendum riot. 

No longer simply homeless 
occupiers of empty inner-city 
buildings, they are better defined 
these days by their anti-business, 
anti-fascist and anti-establish- 
ment views that see the Euro- 
pean Community at the pinnacle 
of a capitalist conspiracy to deny 
democracy to the masses. 

The main target of the rioters 
- apart from the police - were a 
number of bank branches in Nor 

Continued on Page 14 


Saarstahl 
failure 
blamed on 
EC policy 

ByAriane Genfflard in 
SaartorfJcken and 
Quentin Peel tai Bonn 

LEADERS of the German steel 
industry expressed indignation 
and bitterness yesterday at the 
failure of European steel restruct- 
uring policies, in the wake of the 
collapse of Saarstahl, the French- 
owned steelmaker iu the 
depressed German Saarland. 

Thyssen, Germany's largest 
steel manufacturer, condemned 
the policy of allowing continuing 
state subsidies to ailing produc- 
ers, and said the rest of the 
industry would be threatened If 
they were allowed to restructure 
their debts. 

The steel manufacturers’ feder- 
ation lashed out at the failure of 
the European Community to curb 
production at Italy’s state-owned 
Ilva and at CSI in Spain, where 
the companies' debt burdens far 
exceed those of Germany’s pri- 
vate sector producers. The indus- 
try condemned the policy of 
interfering in free market compe- 
tition to protect the weakest 
manufacturers. 

The anger of industry leaders 
was matched by the bitterness of 
workers at the Saarstahl plant, 
who blamed Brussels, above aH 
for the loss of their jobs. 

Saarstahl filed for bankruptcy 
on Tuesday night after France's 
Usinor-Sacilor, which owns 70 
per cent of the holding company, 
decided It could no longer trans- 
fer funds to cover estimated 
losses running at DM30m 
($l&6m) a month. 

Hopes for an immediate rescue 
feded as both federal and Saar- 
land authorities said no new sub- 
sidies were available. Since Saar- 
stahl first ran into difficulties in 
1978, it has received some 
DM3-7bn in direct subsidies, soft 

ltvans and credit guarantees. 

“We are the victims of the 
European Community’s inability 
to devise a coherent steel policy,” 
said Mr Werner Fries, an official 
of the works council at the plan, 
which employs 7,200 people. “We 
hope the European Commission 


Continued cm Page 14 


Agreement would help open up German utilities to overseas competition 

Anglo-US group in E German energy deal 

By Judy Dempsey in Berlin Gen and NRG building a 400MW tisation of eastern German indus- power from Veag over the next 20 The power generators 

tvHimr ofaHnn at soMrATtor. ««»• try. Veag, which controls 70 per years as a means of underwriting Schkopau will be fuelled 


A UTILITIES consortium headed 
by Britain’s PowerGen and the 
US-based NRG. are close to com- 
pleting a contract which will give 
them a 44 per cent share in gen- 
erating power in Schkopau. east- 
ern Germany. 

If completed, the deal could 
help to open up Germany’s utili- 
ties to outside competition, offi- 
cials from Vereinigte Energto AG 
(Veag), the east German utilities 
company, said yesterday. 

The contract involves Power- 


Gen and NRG building a 400MW 
power station at Schkopau, near 
Leipzig. 

Until recently, Veba Kraf- 
twerke Ruhr (VKR) had planned 
to build a 900MW station at 
Schkopau. VKR is a 100 per cent 
subsidiary of PreussenElektra, 
which u n dertakes the electricity 
operations of Veba. the German 
energy-based conglomerate. 

The decision to allow Power- 
Gen and NRG to negotiate a 44 
per cent share at Schkopau fol- 
lows lengthy negotiations 
between the Treuhand, the 
agency responsible for the priva- 


tisation of eastern German indus- 
try. Veag, which controls 70 per 
cent of the region's energy pro- 
duction. and VKR. 

Veag is technically still under 
the Treuhand, but legally it is 
controlled by Germany’s three 

giant utilities rampanins . and the 
five smaller ones, following a 
treaty signed in 1990. These 
include PreussenElektra, RWE 
Energie and Bayern werk. west- 
ern Germany’s powerful utilities. 

Under the terms of the treaty, 
the Stromvertrag, eastern Ger- 
many's regional utilities are 
obliged to buy 70 per cent of their 


power from Veag over the next 20 
years as a means of underwriting 
large investments needed to mod- 
ernise eastern Germany's energy 
sector. This treaty, however, has 
had the effect of making it diffi- 
cult to Introduce competition into 
the energy sector In the region. 

The consortium had earlier 
tried to seek a stake in generat- 
ing power at Lippendorf. But the 
negotiations collapsed because 
PowerGen and NRG could not 
seek guarantees to gain access to 
the high voltage grid in order to 
sell its energy. The grid is con- 
trolled by Veag. 


The power generators at 
Schkopau will be fuelled by 
Mibrag, eastern Germany's giant 
lignite mining complex. Power- 
Gen and NRG have the sole nego- 
tiating rights to buy Mibrag, 
which is under the Treuhand. 

It is increasingly likely that the 
Anglo-American consortium will 
continue its efforts to seek access 
to other power generating oppor- 
tunities in eastern Germany once 
the Schkopau and Mibrag deals 
are completed. 

Modern methods in the pipeline, 
Page 10 


Technical insolvency 
at top Hungarian 
commercial banks 


By Nicholas Denton fn Budapest 

HUNGARY’S two largest 
commercial banks are technically 
insolvent and require big injec- 
tions of capital, according to a 
World Bank paper. 

The two banks, both state- 
owned, are Magyar Hi tel Bank, 
heavily exposed to Hungary's 
troubled engineering industry, 
and Kereskedelml Bank, main 
lender to the country's drought- 
stricken forms. 

They have inherited debts from 
the Communist period, and have 
suffered from bad debts caused 
by the three-year Hungarian 
recession and a collapse In indus- 
try’s sales to former Comecon 
countries. 

Magyar Hltel Bank has 
Ft3*LBbn ($390m) of loans classi- 
fied as bad, doubtful or sub-stan- 
dard, according to the study. Tak- 
ing those loans into account, the 
bank has negative capital of 
FtlSbn, equivalent to 75 per cent 
of its risk-weighted assets. Keres- 
kedelmi Bank has Ft26.3bn In 
classified loans, with negative 
capital of Ftl3.7bn, &5 per cent of 
assets. 

Hie report, a World Bank inter- 
nal aide-memoire obtained by the 
Financial Times, says: “At pres- 
ent, most of (he banks are techni- 
cally insolvent according to inter- 


nationally accepted accounting 
standards.” 

An infusion of FtlOObn ($Llbn) 
of new capital is required to 
bring the banking sector’s capital 
up to 4 per cent of lending, the 
target the World Bank recom- 
mends. Half the new capital is 
needed for the two big banks. 

The plight of the banks came 
as little surprise to Budapest's 
close-knit financial community, 
which believes the two banks are 
“too big to foil” and will be res- 
cued by the authorities. 

Mr Gyorgy Suranyi, managing 
director of Central-European 
International Bank, said: “A 
bank which enjoys the umbrella 
of the state cannot fail” 

Mr Istvan Szalkai, president of 
Hi tel Bank, expected little mar- 
ket reaction, saying that the 
money market ha d already dis- 
counted the bank’s loan losses by 
reducing credit limits. 

Central bankers at the 
National Bank of Hungary pro- 
fessed confidence that depositors, 
knowing the banks were liquid 
and would be recapitalised, 
would not panic. 

Under Hungarian accounting 
principles, less conservative than 
the World Bank’s, the two banks 
still have positive capital. 

Background, Page 15 
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Between 1982 and 1992, the dollar volume of stocks traded on The 
Nosdaq Stock Market has increased by 958% - almost triple the figure 
achieved by the other major US stock exchange. 

Last year, the Nasdaq Composite Index achieved more than triple 
the gain in both the S&P 500 and the Daw Jones Industrial Average. 

And, having become the world's third largest stock market in 21 
years, this year Nasdaq celebrates its 22nd birthday by moving up to 
second place worldwide, ahead of the Tokyo Stock Exchange. To keep 
up with our growth, simply contact The THE NASDAQ STOCK MARKET 
Nasdaq Stock Market, 43 London Wall, 

London EC2M 5TB. 
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NEWS: EUROPE 


Denmark’s approval of Maastricht presents dual challenge for Community R&SHTUSSCIl IS 

quick to 
reward voters 


EC must now make TT t ’ f ^ m SSST" ,m 

the treaty work 


By Lionel Barber 
in Brussels 

NOW comes the hard part. 
After the decisive Danish Yes 
to the Maastricht treaty, the 
EC faces a dual challenge: to 
recapture public support for 
European integration and to 
make the much-abused treaty 
work. 

Ever since Danish voters 
rejected the Maastricht treaty 
last June, the EC has been 
trapped in what Mr Jacques 
Delors, European Co mmiss ion 
president, calls a period of 
depression and inaction - a 
reflection of his own state of 
mind as much as the mood in 
the Brussels bureaucracy. 

But on Tuesday night, as the 
first exit polls showed a 
resounding Yes, European 
commissioners came bounding 
into the underground press 
room in the Bredel headquar- 
ters. For the first time in 
months the made-for-TV smiles 
looked genuine. “We can 
breathe again," said one EC 
ambassador. 

The Danish endorsement of 
Maastricht will most likely 
hasten ratification in the UK, 
the lone treaty hold-out; more 
important, it builds on the 
Edinburgh summit last Decem- 
ber when the UK presidency 
engineered a series of deals on 
the EC budget and enlarge- 
ment which gave the Commu- 


nity a more secure framework 
for its development to the year 
2000. 

The billion Ecu question is 
whether this framework will 
be of the loose variety favoured 
by Britain and the Danes, or 
whether federalist forces in 
Belgium, the Netherlands and 
the Commission will try to 
force the pace toward closer 
political and monetary integra- 
tion. 

The Danish vote does not 
provide an answer, because it 
does not represent a true test 
of public support for European 
union. The version of Maas- 
tricht which Denmark 
approved on Tuesday contains 
legally-binding opt-outs on core 
elements of the treaty, includ- 
ing the single European cur- 
rency, EC citizenship, and 
defence policy. 

Yet in the short-run, the spe- 
cial Danish deal may not mat- 
ter. The battle to ratify Maas- 
tricht has come to resemble a 
religious war; now is the time, 
says one senior EC official, to 
focus on “real’’ issues such as 
rising unemployment, low 
investment, monetary stability 
as well as the political and eco- 
nomic integration of eastern 
Europe. 

The first test of whether the 
Community has put an end to 
its introspection will be the EC 
summit in Copenhagen on 
June 21-22. Leaders will be 


asked to approve a bolder-than- 
expected Commission paper 
proposing accelerated trade lib- 
eralisation with Poland. Hun- 
gary, the Czech and Slovak 
republics, Bulgaria and 
Romania. 

Failure to reach agreement 
would not only be a slap in the 
face for the emerging democra- 
cies in eastern Europe; it 
would signal growing support 
for protectionism in France, 
Spain and Portugal and would 
bode ill for efforts to reach 
agreement on a far-reaching 
market access package in the 
Gatt Uruguay Round talks at 
the Group of Seven summit in 
Tokyo in July. 

The second summit test is 
whether member states can 
restore growth to their econo- 
mies, reversing the rise in 
unemployment which will top 
17.5m in the EC this year. 

The Danish presidency and 
Mr Delors are pushing hard for 
a strengthened growth pack- 
age, with member states shift- 
ing more resources into capital 
spending. But severe con- 
straints re main , because of the 
Maastricht “convergence crite- 
ria" covering targets for infla- 
tion, budget deficits and gov- 
ernment debt which member 
states must meet in order to 
qualify for monetary union. 

At present, only Luxembourg 
qualifies on all three grounds. 
But when Mr Philippe Mays- 



BBj&UM 


knrvfews conducted k? A&fUay and SapfOet 


tadt, Bel g ian finance minis ter, 
said last weekend that member 
states should soften the con- 
vergence targets if recession 
continued into next year, he 
received no audible support. 

In Brussels yesterday, Mr 
Wilfried Martens, former Bel- 
gian prime minister and presi- 
dent of the powerful Christian 
Democrat group of parties in 
Europe, disowned his Belgian 
colleague. “If we modify the 
criteria we would be taking a 
large political and economic 
risk," he said. 


For the UK, which was 
forced out of the European 
exchange rate mechanism 
(ERM) along with Italy last 
September, these divisions 
appear to confirm what minis- 
ters concluded at the 1991 
Maastricht summit: that the 
third phase of monetary imimn 
was not, and never would be. 
feasible. 

Mr Douglas Hurd, UK foreign 
secretary, went a step further 
recently. “With the Commu- 
nity bound together by shared 
interests,” he said, “there must 


be room for flexibility provided 
core remains mfaurt ,- I aTn 
not fe»nring hero about a two- 
speed Europe, but of a Commu- 
nity which responds more flex- 
ibly to the increased diversity 
of its members." 

This comes dose to a Europe 
& la carte ; but as a recent 
Royal fagtitntij of International 
Affair s paper points out, the 
EC is already moving towards 
“an uncertain pattern of 
co-operation in different 
groups on particular policy 
areas”. 


Tensions ease 
in exchange 
rate mechanism 


Green light for expansion talks 

David Gardner on the prospects for Community of 16 


By James BIRz, 

Economics Staff 

DENMARK'S ratification of the 
Maastricht treaty continued to 
case tensions inside the Euro- 
pean exchange rate mechanism 
( ERM) yesterday, allowing sev- 
eral countries to cut interest 
rates and leading to more 
investment in currencies and 
bonds outside the D-Mark bloc. 

The central banks of Den- 
mark, Portugal and Sweden, all 
of which had followed tight 
monetary policy to maintain 
their exchange rates against 
the D-Mark, cut their official 
short-term interest rates 
yesterday. 

Inside the ERM, Denmark 
reduced its discount rate by 
l percentage point to &25 per 
cent, while Portugal took 2 
points off its “mop up" rate, 
reducing it to 13 per cent. 

Sweden's central bank 
reduced its overnight lending 
rate by “/» of a percentage point 


to 8.75 per cent, its fourth suc- 
cessive cut of a quarter point 
in the past month. 

The Danish vote also com- 
pounded the outflow of funds 
from the D-Mark into the dol- 
lar and European currencies, 
as dealers took the view that 
monetary union was back on 
track. 

Sterling and the Italian lira 
both appreciated against the 
German currency yesterday, 
despite the Bundesbank’s deci- 
sion not to reduce its official 
interest rates at its fortnightly 
council meeting. 

The German currency also 
fell to an historic low against 
the Japanese yen. hitting 
Y68.05. 

The yields on Italian, Swed- 
ish and Norwegian government 
bonds have also fallen recently 
at the expense of German 
bonds. 

Their yields were yesterday 
about 20 to 30 basis points 
lower than a week ago. 


DENMARK'S Yes to 
Maastricht means talks will go 
ahead on EC membership by 
1995 for Sweden, Finland and 
Norway and Austria. However, 
it is by no means a foregone 
conclusion that the citizens of 
all four applicants will want to 
join. 

Opinion polls indicate that 
probably none of them could 
muster a majority for entry at 
present - and all of them will 
hold a referendum before 
deciding. 

The four governments are 
looking to the Danish outcome 
to lift waning enthusiasm 
about membership. As Mrs Gro 
Harlem Brundtland, Norway's 
prime minister, underlined last 
month, “the Danish No [of last 
Junel broke an upward trend 
for unification all over 
Europe". A Yes now, she said, 
was a vital precondition to 
turn that trend around. 

All applicants except Finland 
need big turnarounds, and all 
need perceived victories for 
often uncompromising 
demands. Moreover, it has 
been made clear that they 


Enlargement: a distant hope 
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must accept not only existing 
EC legislation, but the fall 
Maastricht treaty. Opt-outs of 
the type conceded to Denmark 
and Britain are only for exist- 
ing members of the club. 

As Mr Hans van den Broek, 
commissioner in charge of the 
negotiations, made clear on 
Tuesday night as the Danish 
results came im “If the out- 
come had been No, there 

would have been no Maastricht 


treaty and no basis on which 
to conduct the enlargement 
negotiations.” This rigid pos- 
ture is the official policy of all 
12 existing member states; not 
even the UK has demurred. 

Getting the negotiations 
started before ratification of 
Maastricht was a feat in itself. 
The original, federalist-minded 
six member states suspected 
that semidetached iale-joiners 
such as Britain and Denmark 


wished to dilute European 
political and monetary union 
by taking in their own former 
colleagues in the European 
Free Trade Association (Efia). 
Southern member states such 
as Spain worry about a shift 
northwards in the EC’s centre 
of political gravity. The carica- 
ture of both views is that the 
British and the Danes want 
simply a loose free trade area 
with a few indispensable politi- 
cal frills. 

However, the new en t ra nts 
say they want to participate in 
the monetary union, and the 
co mmo n foreign and security 
policy laid down by Maas- 
tricht Though all except Nor- 
way are militarily neutral, 
they are cautiously receptive 
to an eventual European 
defence arrangement in the 
post-cold war era. Moreover, 
they favour a “deepening” in 
areas such as environment and 
social policy, with more erf the 
majority voting which Britain 
sees as eroding sovereignty. 

With negotiations at an early 
stage, it is not clear whether 
the applicants can get satisfac- 
tion. Even less dear is whether 
federalists like the Benelux 
countries win insist that deci- 
sion-making procedures 
designed for six members, 
already creaking with 12 , must 
be reformed before the EC 
expands to 16 and more. 


T he violent riots 

which erupted in Copen- 
hagen after Tuesday’s 
vote in favour of the Maas- 
tricht treaty came as a pro- 
found shock to the govern- 
ment which had hoped the 
result would allow political life 
to return to its normal calm. 

The shock was. all the 
greater because such explo- 
sions are rare in Denmark, 
where the political culture is 
based on consensus and the 
distance between extremes is 
smaZL Mr Poul Nyrup Rasmus- 
sen, prime minister and leader 
erf the Social Democratic party, 
was yesterday at pains to 
emphasise that the rioters rep- 
resented a tiny minority and 
did not reflect the feelings of 
the vast majority of No voters. 

Nevertheless, the riots 
reflect a society which has 
experienced an unusually divi- 
sive debate over the past 18 
months, with the electorate 
being cajoled into reversing its 
June rejection of the treaty. 

This was acknowledged yes- 
today by Mr Rasmussen, who 
moved quickly to deliver tangi- 
ble benefits to the people In the 
form of an economic policy 
programme for growth and 
employment which was pres- 
ented as having been made 
possible by the Yes vote. 

Throughout the referendum 
campaign Mr Rasmussen 
recognised that a gap had 
grown up between politicians 
and electorate and said that 
European Community member- 
ship had to be seen to deliver 
benefits to people in their daily 
fives, in Denmark as well as 
the rest of Europe. 

He described the economic 
measures as “an offensive 
against unemployment", cur- 
rently r unning at 12 per cent 
The government predicted they 
would bring the level down to 
about 11 per cent next year. 
“We are going to break the 
curve of rising unemploy- 
ment,” said Mr Rasmussen. 

The core of the programme 
is a reform of the income tax 
system, which will substan- 
tially reduce the country's very 
high marginal rates. The 
reductions will be financed by 
“green” taxes on petrol, elec- 
tricity, heat and water con- 
sumption. They will lead ini- 
tially to a loss of revenue, but 
there will be a substantial 
boost to domestic demand next 
year. 

Forecasts by the Finance 
Ministry point to a surge in the 
growth rale of gross domestic 
product from about 1 per cent 
this year to 3.1 per cent in 1994, 
with private consumption next 
year rising by 4J per cent in 
real terms. 

According to Mr Rasmussen. 
Denmark's large surplus ou - 
the current account of the bal- 
ance of payments, low inflation 
rate and relatively strong gov- 
ernment finances mean that 
the country can afford these 
measures. However, the Dan- 
ish government, which cur- 
rently holds the presidency of 
the Community, is emphasis- 
ing that tiie EC as a whole 
must adopt a co-ordinated 


pragmatic policy for economic 
recovery. It will.be p uafog - 
hard for this at next match’s 

(Yip gnliag nn tyw nmtt 

But when it comes is the 
Community's more ambitious 
long-term plans for economic 
and political union, eustatied. A «' 
in Maastricht. Denmark's ' 
approach will be severdycon- 
strafaed by the painful experi- 
ence of the two zetemriana . 
Future government's wffl not 
be allowed to depart fixes the 
provisions of the Edinburgh 
opt-outs agreement, which 
exempted Denmark from par- 
ticipation in the coinmna cur- 
rency, defence co-openriian. 


Hugh Caraegy 
and Hilary 
Barnes on the 
Danish ~ 
government’s 
rapid attempt ♦ 
to demonstrate 
benefit of EC 
membership 


legal and police co-operation 
and common citizenship. 

Denmark's strong eco nomy 
makes it a natural candidate 
for participating in thethfrd 
and final stage of European 
monetary union- a move which 
is supported by the businw^ 
community. But Mr Rasmus^ 
sen said this week that title 
government would stick by the 
Edinburgh opt-out on the com- 
mon currency; “That is the 
position of this government,' 
he said. . 

The right-wing liberal party, 
led by Mr USe EUemann-Jen- 
sen, foreign minister for more 
than 10 years until last Janu- 
ary, has already espoused the 
cause of dropping the Edin- 
burgh opt-outs at a later date. 
r.ikp all the other political par- 
ties, though, it has promised to 
submit any changes in the 
Edinburgh deal to further pleb- 
iscites. 

T he provocative Mr EDe- 
mann- Jensen's cause 
has found few support- 
ers. After a long and divisive 
debate on the Maastricht issue, 
most politicians want to see a 
restoration of national consen- 
sus on the European issue. 

This may not be* as difficult 
as might be imagined. Tuesday 
night’s riots notwithstanding, 
the debate has generally been 
conducted in a friendly spirit 
Hie riots, said Mr Niels Hd- 
veg Petersen, foreign minister, 
“are in no way an expresstoyt 
of what the majority of No vofr? 
ers feeL We are not a deeply 
divided society. We have bad a 
referendum and therefore 
there have been differences of 
opinion, but. the differences 
will disappear again from 
today." 


Kohl demands harsh public spending cuts 


By Christopher Parkea in 
Frankfurt and 

Quentin Peel In Bom 

CHANCELLOR Helmut Kohl 
yesterday demanded harsh 
cuts in public spending as the 
Bundesbank warned that his 
government's policies were 
partly to blame for an unex- 
pected surge in money supply 
growth last month. 

Mr Kohl told a cabinet meet- 
ing that every department had 
to make economies. They had 
to be found and negotiated 
within a few weeks, in time for 


inclusion in the 1994 draft bud- 
get, to be finalised on July 13. 

His warning coincided with 
the release of central bank fig- 
ures showing growth in the M3 
measure of money supply had 
shot though the bank's upper 
target level of 6^ per cent Air- 
ing April, despite a si gnificant 
slowdown in bank lending. 

M3, regarded as a hey indica- 
tor of future inflation, expan- 
ded at an annualised adjusted 
rate of 7.3 per cent, after 
trailing well below the lower 
target level of 4J5 per cent dur- 
ing the previous three months. 


In a pointed commentary on 
the figures, the Bundesbank 
said a large proportion of its 
DMl3bn (£5.2bn) profits for 
1992 - credited to Bonn during 
the month - had already gone 
into circulation. “As a result 
public sector cash transactions 
have given monetary develop- 
ments a renewed push”. 

The provisional figures, 
released during a meeting of 
the Bundesbank's policy- 
making council which elected 
to leave key discount and lom- 
bard interest rates nnrhangnd 
underline the government's 


difficulties in meeting Bundes- 
bank demands for spending 
restraint 

Rec ession is biting into state 
revenues and forcing up wel- 
fare and unemployment pay- 
ments. The need for renewed 
efforts fo prune public sector 
spending stems ftom a forecast 
shortfall in tax revenues of 
DM25£bn next year and a total 
of more than DMIOObn for the 
period up to 1996. 

One encouraging sign in the 
figures was a marked decelera- 
tion in the rate of bank credit 
growth, a major mflnenrp rm 


M3. Lending to enterprises and 
individuals in April rose 
DMlSJftm after an increase of 
DM30bn in March. 

Credit expansion in the six 
months to the end erf April had 
grown at an annualised rate of 
just over 8 per cent compared 
with almost 9 per cent in the 
period to the end of March. 

Meanwhile, monetary capital 
formation, the transfer of 
funds into longer-term deposits 
and instruments not included 
in M3, had weakened and rose 
only DM2L9bn after a DM13bn 
Increase in March. 


E Germans 
begin return 
to work 

By Judy Dempsey In Berlin 

STRIKING east German met al 
and electrical workers began 
returning to work yesterday 
after accepting last Friday's 
so-called Saxony compromise 
postponing by two years 
equalisation of wages in the 
two parts of the country. 

However, IG MetaH, the pow- 
erful engineering union, is 
insisting the strikes will con- 
tinue unless wages for the steel 
sector match those in the 
metal and electrical industries. 

Union officials in Berlin- 
Brandenburg, where most of 
the steel sector is located, said 
the agreement widens the 
Income differentials between 
steel and metal workers. Over 
7,000 steel workers have been 
on strike for the past 16 days. 


SPD urges jail terms for 
insider dealing in shares 


By Quentin Peel in Bonn and 
David Waller in Frankfurt 

GERMANY’S opposition Social 
Democrats yesterday called for 
statutory jail sentences to 
deter insider dealing in shares, 
as Mr Franz Steinkfthler, 
leader of the country’s most 
powerful union, struggled to 
contain calls for his resigna- 
tion from his own rank and 
file. 

Hie leader of the IG Metafl 
engineering union has den ied 
insider dealing, but admits 
speculating in almost DMim 
(£400,000) worth of shares in 
MAH, a Daimler-Benz bolding 
company. 

He is on the Daimler super- 
visory board, which decided to 
dissolve MAH and exchange 


its shares for fall Daimler 
shares on April 2 - causing a 
20 per cent jump in the MAH 
share price. Mr Steinkfthler 
admits to making a profit of 
DM64,000. 

The affair threatened far- 
ther ramifications yesterday 
when Mr Hilmar Hopper, chief 
executive of Deutsche Bank 
and chairman of the Daimler 
supervisory board, came under 
strong attack from sharehold- 
ers at his hank’s annnai meet- 
ing for the way the decision to 
dissolve MAH was arninnimflif. 

Daimler made the announce- 
ment at 4 pm on April 2, well 
after the close of Door trading 
on German stock exchanges. 
However, it prompted a sharp 
rise in the MAH shore price in 
trading conducted over the 


IBIS electronic dealing system. 

Meanwhile, BfG Bank, the 
former trade union bank thwf 
carried out Mr Steinkfthler’s 
share purchases, is investiga- 
ting how Information had been 
leaked to the press. 

Pressure for legislation to 
control insider d ealing — ^ 
an offence in Germany - was 
fuelled by Mr Owe Jens, SPD 
economics spokesman. He 
called for a law based cm US 
legislation, which provides for 
up to two years in prison. “It 
needs a jail sentence to pro. 
vide an adequate deter rent.” 

Although he refused to com- 
ment on fiie Steinkfthler case, 
other members of the SPD 
have joined calls for him to 
quit, as have rank-and-file 
members of IG MetalL 
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Russia offers troops 
for Bosnia’s borders 

BU Dnk.^ >• .. 


NEWS: EUROPE 

Last T sar is first icon of latest revolution 


By Robert Mauthner, 

Diplomatic Editor 

RUSSIA has given a pledge to 
the international mediators on 

r^J^ g S av crisis that it will 
provide troops to monitor Bos- 
tua s borders, officials close to 
the peace conference said In 
Geneva yesterday. 

The officials said the under- 
tatting was given over the tele- 
Phone by Mr Andrei Kozyrev, 
tne Russian foreign minister 
™ Rome to meet European for- 
sign and defence ministers 
attending a meeting of the 
Western European Union 
defence organisation. 

The number of troops to be 
provided by Russia has not 
been specified but is under- 
stood to be relatively s mall 
The mediators. Lord Owen and 
Mr Thorvald Stoltenberg, were 
due to fly from Naples to 
Ukraine and Belarus yesterday 
to ask for similar pledges from 
these two countries. 

Lord Owen and Mr Stolten- 
herg, who want to start imple- 
menting their peace plan for 
Bosnia, in spite of its rejection 
hy the Bosnian Serbs, are 
pressing members of the UN 
Security Council to commit 
troops for this purpose. Moni- 
toring the Bosnian borders, 
which President Slobodan Mil- 
osevic of Serbia has under- 
taken to seal in an effort to 
deprive the Bosnian Serbs of 
much-needed supplies, is part 
of the overall strategy to force 


United Nations human rights 
investigator. Mr Tadensz 
Mazowiecki. said yesterday 
th at t he Vance-Owen plan to 
partition Bosnia had acceler- 
ated ethnic cleansing, Reuter 
reports from Geneva. 

The former Polish prime 
minister said the west's failure 
to halt human rights viola' 
tions by Bosnian Serbs had 
created a "precedent of impu- 
nity" that had encouraged 
Bosnian Croats to commit sim- 
ilar crimes. He criticised "the 
lack of an international 
response" to counter the pol- 
icy of e thnic cleansing. 

the latter to accept a settle- 
ment of the conflict. 

Both Mr Kozyrev and Lord 
Owen said Tuesday’s truce 
agreement between the war- 
ring Bosnian Moslems and 
Croats, formerly allies in the 
struggle against Serb domina- 
tion, was a first sign that the 
peace plan could start to be 
implemented at least partially. 

The US. however, has made 
it clear that it does not con- 
sider it realistic to implement 
the plan as long as it has not 
been accepted by all parties to 
the conflict and has stressed 
that it will not contribute 
ground troops to an interna- 
tional peace-keeping operation 
until tha fighting has stopped. 

The continuing disagreement 
between the major powers on 
what action to take following 


the rejection of the Vance- 
Owen plan by the Bosnian 
Serbs led to Washington's 
refusal to attend a special 
Security Council meeting at 
foreign minister level, which 
Mr Kozyrev proposed for Fri- 
day to discuss Bosnian policy. 

However, both Mr Kozyrev 
and Mr Warren Christopher, 
US secretary of state, have 
played down reports of a seri- 
ous rift between their two 
countries or between the U5 
and its European allies. 

Mr Kozyrev, as well as Mr 
Douglas Hurd, British foreign 
secretary, and their French 
opposite number, Mr Alain 
Juppe, are due to meet Mr 
Christopher in Washington at 
the end of this week. 

Mr Christopher said yester- 
day he was sure be would find 
some common ground on Bos- 
nia in his talks with the three 
foreign ministers. 

Bosnian Serbs voted by 96 
per cent to reject the Vance- 
Owen peace plan for Bosnia in 
a referendum last weekend, 
dismissed as irrelevant by the 
international community 
because of the conditions in 
which it was held. 

After the result, Mr Radovan 
Karadzic, Bosnian Serb leader, 
said his people would never 
give up their self-proclaimed 
Bosnian Serb republic, though 
they would be ready to accept 
a confederation with separate 
Croat and Moslem states 
wi thin Bosnia-Hercegovina. 


Italy’s bribes scandal 
* has multinational air 


By Haig Simonian in M3an 

T HE arrest of Mr Giorgio 
Scanavaca, managing 
director of the I talian 
subsidiary of Siemens, the Ger- 
man Industrial group, casts a 
further shadow over the activi- 
ties of foreign multinationals 
in Italy’s widening political 
corruption scandaL . 

It is almost a year since 
ABB, the Swiss-Swedish engi- 
neering arid electronics group, 
first appeared in the investiga- 
tions, then still largely limited 
to Milan. The group was 
alleged to have paid about 
Ll6bn ($10-8m) in ki c kb a c ks to 
obtain orders for the city's 
underground railway line. 

The foreign trail -went 
relatively cold thereafter, bar a 
further bout for ABB, whose 
chief executive in Italy, Mr 
Umberto Di Capua, was 
arrested and briefly jailed on 
allegations believed to- be 
linked to the mttro orders. Mr 
Di Capua, who only joined the 
company after the completion 
of the new line, was released 
soon after. 

However, in the past week. 


the foreigners have been mak- 
ing a comeback. Last week saw 
the arrests of senior executives 
from the Italian subsidiaries of 
both Sweden’s Ericsson and 
GEC of the UK on allegations 
linked to contracts from ASST, 
the former state telephones 
agency. 

The list has now been 
lengthened with the detention 
of Mr Scanavaca as Milan mag- 
istrates pursue their latest line 
of investigations into alleged 
bribes on orders for telecom- 
munications equipment 


H owever, the German 
group is not a com- 
plete stranger to the 
corruption scandal. In May 
1992, investigations into 
alleged corruption in a hospital 
south of Milan, triggered alle- 
gations that the company had 
handed over about L50m in 
kickbacks to win a contract 
. The Impact on the standing 
of foreign companies in Italy is 
still being digested and public 
reaction has been limited so 
far. Officials at Ericsson were 
una vailable for comment yes- 
terday, while a Siemens official 


had “no comment" to main* on 
the arrest of Mr Scanavaca 
beyond pointing out that he 
had come forward to testily 
before magistrates voluntarily 
on Tuesday evening. The offi- 
cial also pointed out that Sie- 
mens TelecommunJcazioni, the 
subsidiary chaired by Mr Scan- 
avaca, was formerly owned by 
GTE, the US telecoms group, 
prior to its takeover by Sie- 
mens in 1987-88. The subsidiary 
specialises in public networks 
and transmission systems. 

So far, only ABB appears to 
have taken its alleged involve- 
ment on board. Well before the 
inauguration of Fiat’s new 
“ethical code of business prac- 
tice" last week, the company 
had already moved to tighten 
up its procedures. The group 
already had a chapter on ethics 
in its booklet cm business val- 
ues drawn up in 1968. 

Following its brush with the 
Italian magistrates, procedures 
at its subsidiary were 
reinforced, with executives 
obliged to sign a letter commit- 
ting themselves to respecting 
the national law in any dealing 
with public-sector employees. 


Japanese puts 
EC steel plan 
to the sword 


By Haig Simonian 


M r Hayao Nakamura, 
the former Nippon 
Steel executive now 
rnanfl ging Italy’s loss-making 
Ilva state steel group, yester- 
day questioned the authority of 
the European Commission to 
dictate future capacity cuts. 

"If competition policy means 
fair trade, that’s fine. But if by 
competition they mean acting 
as judges, then thats not 
acceptable," he said. “We have 
to establish what are the rules 

of the game." ' 

Mr Nakamura called for a 
“gentleman's agreement" 
between European steel pro- 
ducers to combat the indus- 
try’s crisis by raising prices 
and agreeing production outs, 
in line with Japanese practice, 
rather than have the Commis- 
sion impose plant closures. ( 
“Everyone knows there s 
overcapacity of alrUii® seats 
across the Atlantic and Luft- 
hansa is losing more money 
than any other airline- But no 
one has called on theGerma^ 

to soap half ffiarjimbojeto. 

It's the same thing with steel. 

^kS^Nakamnra. in his first 
newspaper interview smeetak- 
ing over at Ilva, was i reacting 
to^a letter earlier this week 
from Mr Karel Van Miert, the 
EC rtHDpetition commissioner. 
£ the Italian 

Industry minister, outlumig 
problems with Ova's latest 

restructuring Plan- 
The plan, presented to the 
Commission last month, 
involves the creation of a new 
S state steel producer. 


based on Eva's big Taranto 
integrated steelworks, and the 
transfer of other plant and 
about L2J>00bn (£l.lbn) in debt 
to Iri, the state holding com- 
pany which controls Ilva. 

In his letter to Mr Savona, 
Mr Van Miert argued that the 
Qva plan involves substantial 
state aid and might have to be 
accompanied by up to _ 3m 
tonnes of capacity cuts if It 
were to go along with the EC 
steel plan. Mr Nakamura ques- 
tions both the Commission’s 
interpretation of state aid and 
its right to intervene. 

“Iri is no longer a state 
entity but a joint stock com- 
pany. If Van Miert says it’s aid, 
we're starting off at odds and 
there is no point in carrying 
on," said Mr Nakamura. 

T he comments illustrate 
the Italians' belief that 
the Commission’s atti- 
tude towards Ilva is one-sided 
and based on pressure from 
leading north European steel 
producers, principally the Ger- 
pianci "I want to be a good 
partner to other European 
steelmakers. But they are our 
colleagues, not our control- 
lers," he said. Mr Nakamura, 
who took over the top job at 
Ilva in January, claimed it 
could not be accused of overca- 
pacity or of dumping. Ilva 
exported only 16 per cent of its 
output and exports were 
widely diffused rather than 
concentrated in just a handful 
of markets, he argued. 

He implied that the Commis- 
sion's approach ^ 

desire of some big north Euro- 
pean steelmakers to eliminate 
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Van Miert: Under fire in Italy 

capacity from southern com- 
petitors to gain market share. 
“They want to send advisers 
into our plant to supervise 
capacity but I won’t let them 
in," he said. Ilva, which made a 
net loss of more than lA300bn 
last year, has only 43 per cent 
of the Italian market. Europe's 
second biggest 

“We could sell 100 per cent of 
our production in Italy, so why 
should we cut output? For the 
sake of the Italian public, or 
for the sake of the German 
public? What harm do we do to 
other producers?" 

Mr Nakamura said that Ova 
would be prepared to make 
production cuts to its current 
output of about 8m tonnes, but 
only in return for aid from the 
government. As the Italian 
government has refused to pro- 
vide funds, huge cuts were out 
of the question, he implied. 

He said that the company, 
which he forecast would make 
a net loss of about Ll,700bn 
this year, would close the 
remaining steel facilities at its 
Bagno li plant in Naples inde- 
pendently of any Community 
agreement 



A Russian teacher distributing to her pupils portraits of the last Tsar Nicholas H, to mark yesterday’s 125 th anniversary of his birth 

Attali to sue over plagiarism claim 


By David Buchan in Paris 
and Reuter 

MR Jacques Attali. president 
of the European B ank for 

Reconstruction and Develop- 
ment (EBRD), said yesterday 
he would sne for libel over 
accusations of plagiarism and 
inaccuracy in his new book 
about the early Mitterrand 
years. 

Mr Attali said yesterday he 
would sue the weekly maga- 
zine, Le Nonvel Observateur, 


for alleging that his new 960- 
page book. Verbatim, record- 
ing Mr Fran po is Mitterrand's 
time at the Elys£e between 
1981 and 1986, had plagiarised 
conversations which the presi- 
dent had had with Mr Elie 
Wiesel, the Nobel Peace prize- 
winning American author. 

Mr Attali told a radio sta- 
tion that “at my initiative, the 
president had some conversa- 
tions with Elie Wiesel which 
were broken off and were 
never the subject of a contract 


with any publisher or of any 
written work". 

“The two men are no longer 
under any obligation to each 
other. The president author- 
ised me to use what he had 
said in my book, and Elie Wie- 
sel told me he intended to do 
the same in his own memoirs," 
Mr Attali, who was President 
Mitterrand's closest aide dur- 
ing the 19808. said yesterday. 

Le Nonvel Observateur said 
last night it had not yet 
received any legal writ from 


Mr Attali or his lawyer. Mrs 
Odfle Jacob, a leading French 
publisher, had intended to 
publish the conversations as a 
book later this year. Mr Attali 
said the president had proof- 
read Verbatim line by tine. 

Mr Attali has been 
nnder fire recently over the 
amount spent on fitting out 
the EBRD headquarters in 
London. The international 
governors' board of the EBRD 
has ordered an audit into the 
spending. 


French 
police to 
get wider 
powers 

By David Buchan in Paris 


FRENCH police will have a 
freer hand to make spot secu- 
rity checks under a draft law 
which the cabinet of Prime 
Minister Edouard Balladur 
approved yesterday for submis- 
sion to parliament. 

The measure will relieve 
police of their current need to 
prove that an individual was 
behaving suspiciously before 
checking his identity card, and 
forms part of the centre-right 
government's electoral pledge 
to improve law and order in 
French ' cities. 

Mr Nicolas Sarkozy, the gov- 
ernment spokesman, denied 
this constituted any threat to 
civil liberties which, he said, in 
reality came from “insecurity 
on the streets". President Fran- 
cois Mitterrand who. under the 
bizarre cohabitation system 
presides over the formal cabi- 
net meetings of his political 
opponents, was said to have 
acquiesced because the draft 
law provides for possible judi- 
cial review of such street 
searches. 

Nonetheless, civil rights 
groups have complained that 
young people and immigrants 
will inevitably be the target of 
freer police checks. 

Last week the National 
Assembly endorsed a move 
- which had started In the Sen- 
ate when the Socialists were 
still in power - to make the 
offer of French nationality to 
immigrants less generous. The 
new nationality law removes 
the automatic right of children 
born in France of immigrant 
parents to acquire a French 
passport 


The 

COMPUTER 

Game Is 
Changing 


Today, the business world finds itself in the 
midst of a revolution. Downsizing. Rightsizing. 
Empowerment. You've heard the wake-up call. 

So has the computer business. The question is, 
who can best respond to that call? 

60 years ago, Motorola was founded on a major 
commitment to quality. A commitment which earned 
us the prestigious Malcolm Baldrige Award in the 
USA the first year it was given. Today that commit- 
ment includes winning the battle for open systems. 
And a willingness to compete with anyone on the 
playing field of price/ performance. 

All characteristics that enable us to enter the 
computer business at this critical juncture with 
a mission and a product line based on the needs 


of the future rather than the past. That is, to offer 
computers without blind adherence to proprietary 
systems. To break the information log jam and 
empower ail your people. 

To make all the computer investment you have 
already made work harder and more efficiently. - 

Above all, to define product quality in terms of 
total customer satisfaction rather than just manu- 
facturing tolerances. 

These are our promises to you. 

By making good on these promises in this 
changing environment we plan to become the next 
major player in the computer business. 

For further information please phone Chris Croft 
or Ruth Furlong on 0628 39121. 
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UN chief in 
Cambodia 
dismays staff 



NEWS: INTERNATIONAL 


By Victor Mallet 
in Phnom Penh 

UNITED NATIONS staff in 
Cambodia were aghast yester- 
day when their chief attempted 
tu ease fears about possible 
Khmer Rouge artillery attacks 
during next week's election by 
saying that the guerrillas often 
missed their targets or used 
ammunition which failed to 
explode. 

Mr Yasushi Akashi, bead of 
the UN Transitional Authority 
in Cambodia fUntac), sum- 
moned staff at Untac headquar- 
ters in Phnom Penh and told 
them it was “more than likely” 
that the Khmer Rouge would 
try to disrupt the election by 
mining roads leading to 
polling stations and harassing 
voters. 

“There may even be some 
bombardments and rocket 
attacks aimed at some of the 
polling stations," he said as the 
official campaign period drew 
to a close. “In most cases they 
will miss the targets but we 
have to be prepared. . . We can- 
not afford too many more sac- 
rifices among our colleagues." 

Many UN officials expressed 
their dismay at Mr Akashi’s 
remarks, in contrast to his pre- 
viously optimistic assessments 
of the UN’s $2bn f£i.2bn> 
peacekeeping mission in Cam- 
bodia. he has gone out of his 
way this week to paint a 
gloomy picture of the election, 
possibly so that the reality wiU 
not seem so bad. 

Mr Akashi spoke of the three 
main challenges facing Untac’s 
peacekeepers and elec- 
tion workers: the military 


threat from the Khmer Rouge, 
which has flouted a 1991 peace 
agreement and threatened to 
disrupt the voting: the violence 
and intimidation carried out by 
government forces against 
their political opponents; and 
the consequent warnings by 
opposition parties that they 
might withdraw from the poll. 

“It's quite clear that [these 
arel less than optimum condi- 
tions in terms of a free and 
democratic atmosphere,” he 
said. Dozens of Cambodians 
working for opposition parties 
have been murdered, appar- 
ently by government forces, 
and 12 Untac staff have been 
killed by landmines or gun- 
men. 

Mr Hun Sen, the prime min- 
ister of the Phnom Penh gov- 
ernment - which has not been 
recognised internationally and 
is regarded by the CJN as one of 
the four main Cambodian fac- 
tions - yesterday sought to 
reassure his critics by insisting 
that his administration would 
hand over power if it lost the 
election. 

“We consider ourselves as 
sports," he told a news confer- 
ence. "We are prepared to 
transfer everything to the win- 
ner. . . but perhaps the situa- 
tion might not turn out that 
way. because some parties are 
now reorganising their armies 
at the border in order to pre- 
pare themselves to continue 
the fighting in case they lose 
the election." 

He added: "Even if we win 
an absolute majority we would 
invite the other parties to join 
a government of national rec- 
onciliation.'’ 



Campaign workers make a last effort to whip up support in the streets of Phnom Penh yesterday 


Untac under fire over human rights failure 


By Victor Mallet 

a SI A WATCH, the US-based human 
rights group, yesterday accused the 
United Nations Transitional Authority 
in Cambodia (Untac) of failing to deal 
effectively with human rights abuses 
and said it had thereby left the way 
open for further abuses hr the future. 

“Hundreds of serious abuses have 
been documented by Untac, but few 
have been publicly exposed or 
redressed." Asiawatch said in a report 
I'ntac's failure was serious because its 


mandate emphasised measures to 
assure human rights in view of Cam- 
bodia's tragic history, the report said. 

Abuses had been committed by all 
the main factions: the UN had contin- 
ued to court the Khmer Rouge after the 
guerrillas had slaughtered Vietnamese 
and Cambodian civilians, and it had 
failed to dismiss or prosecute govern- 
ment officials who condoned the mur- 
der and intimidation of opponents. 

Asiawatch urged Untac to appoint an 
independent tribunal to ensure that 
suspects in Untac investigations were 


properly tried, and suggested the gov- 
ernment to emerge from next week's 
election should give priority to creat- 
ing an independent judiciary. 

Asiawatch also said Thailand should 
be pressed to arrest Pol Pot. the 
extreme left-wing Khmer Rouge leader, 
for crimes committed during the organ- 
isation's reign of terror in Cambodia 
from 1975 to 1979, "rather than provid- 
ing him shelter and protection". 

Pol Pot and his associates are blamed 
for the deaths of an estimated lm Cam- 
bodians. He now has a house in eastern 


Thailand near to the Cambodian border 
and has close relations with Thai mili- 
tary officers. 

The report recommended that the UN 
should improve its monitoring of the 
border to ensure that timber and gems 
do not go into Thailand in violation of 
sanctions and provide foreign exchange 
for the Khmer Rouge. Consumers and 
traders - including those from Japan, 
Vietnam and Thailand - should be pun- 
ished if they broke the embargoes. 
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Pacific neighbours 
try to patch quarrels 

Keyin Brown on ‘down-under’ diplomacy 


* 


T HE SYDNEY Morning 
Herald's main story yes- 
terday, headlined “PM 
sends Kiwis $5G0m welfare 
hill" was accompanied by a 
cartoon showing a New Zea- 
lander lying on an Australian 
beach and saying he bad emi- 
grated because job opportuni- 
ties were bettor there. 

Almost all Australia's daily 
newspapers carried front-page 
reports of a briefing by one of 
Mr Paul Keating’s senior aides 
on the agenda for the prime 
minister’s four-day visit to 
New Zealand, which starts in 
Wellington today. 

The media coverage reflects 
Australian prejudices about 
New Zealanders, who are 
widely believed to have taken 
an unfair advantage of recipro- 
cal immigration and social 
security arrangements between 
the two countries. However, 
the story was regarded with 
puzzlement in Wellington, 
where Mr Keating’s visit is 
regarded as an opportunity to 
ease recent strains in the bilat- 
eral relationship. 

In particular, Mr Keating 
was thought to want to soothe 
resentment caused by Labor’s 
occasionally vitriolic criticism 
of New Zealand's free market 
economic policies. 

Ironically, the growing Aus- 
tralian resentment about New 
Zealand immigrants has been 
accompanied by rapid progress 
towards economic integration 
following the 1983 Clo ser Eco- 
nomic Relations (CER) agree- 
ment Studies show that both 
CER and the parallel Trans 
Tasman Travel agreement, 
which guarantees free move- 
ment of Australian and New 
Zealand citizens, have deliv- 
ered net benefiis to both coun- 
tries. 

Free trade in manufactured 
goods was established in 1990. 
and bilateral trade is gr ow i ng 
ai 12 per ftpnt a year. However, 
the greatest benefits have 
accrued to New Zealand, which 
now sends 19 per cent of its 
exports to Australia. 

As a result, the relationship 
with Australia has become a 
high priority for New Zealand, 
which virtually ignored its 
larger neighbour until the 
1980s. Mr Jim Bolger, the con- 
servative New Zealand prime 
minis ter, would also like a suc- 
cessful round of talks to 
improve his image in the 


New Zealand 

Exports to Austrafla as a % 
of total oxports . . 
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approach to a difficult election 
later this year. However, there 
are a number of areas in which 
agreement may be difficult: 

• New Zealand wants to see 
rapid progress on "second gen- 
eration' 1 CER issues such as 
harmonisation of standards, 
corporate taxation law. busi- 
ness law and investment roles. 
It also wants greater access to 
markets such as telecommuni- 
cations, coastal shipping and 
insurance. 

Some progress has been 
made, partly as a result of the 
inclusion of New Zealand min- 
isters in most of Australia’s 
ministerial councils, which co- 
ordinate federal and State gov- 
ernment approaches to such 
issues. But Mr Bolger will be 
seeking an indication that har- 
monisation remains a priority 
for Australia, and that the 
speed of reform will be 
increased by the re-elected 
Labor government. 

In particular. New Zealand 
would like to tie up an agree- 
ment on preclearance for air- 
line passengers, which has 
been held up by Australian 
concerns about New Zealand’s 
visa requirements far third 
countries. 

• Mr Bolger will try to defuse' 
the welfare row by agreeing to 
a review of reciprocal social 
security arrangements, espe- 
cially for pensioners, but he 
will resist any attempt to 
weaken the free travel agree- 
ment The Australian govern- 
ment has been under pressure 
from its trade union allies to 
restrict access for some work- 
ers. especially sheep shearers, 
who are accused of undercut- 
ting established wage rates. 

• Canberra has been per- 
turbed by New Zealand’s sup- 


port of the North American 
Free Trade Agreement, which 
Australia sees as a potential 
threat to Japan, its "biggest 
trading partner. 

New Zealand has worked 
hard behind the scenes to allay 
Australian fears, but Mr Keat- 
ing will be seeking assurances 
that Wellington remains com- 
mitted to the integration or 
both Australasian economies 
into the Asia Pacific region. 

Mr Bolger, who returned on 
Tuesday from a trip to Japan, 
China and South Korea, said 
last week that he was “com- 
fortable" with Wellington’s 
increasingly close relationship 
with Asia. 

New Zealand's trade is more 
geographically diversified than 
Australia's, and Wellington is 
less enthusiastic than Can- 
berra about the prospects for 
regional trading organisations 
such as the Australian-inspired 
Asia Pacific Economic 
Cooperation process. 

• New Zealand's nine- year-old 
anti-nuclear legislation, which 
bars visits by nuclear aimed or 
powered ships, has reduced the 
effectiveness of the Anzus 
defence pact, which links Aus- 
tralia, New Zealand and the 
US. Mr Bolger would like to 
repeal the legislation, but is 
unable to do so because it is 
strongly supported by voters of 
all parties. As a result, the US 
has suspended exercises with 
the New Zealand armed forces, 
restricting its access to intelli- 
gence and military equipment 

Canberra has continued 
bilateral defence links with 
New Zealand, which include a 
joint frigate programme^ but 
Australian ministers have 
recently made clear that they 
will not support a return to 
three-way exercises until the 
nudear ban is abandoned. Mr 
Keating may also express con- 
cern about the falling level of 
New Zealand defence spending. 

There is one area in which 
the two leaders will be in com- 
plete agreement both want to 
see a rapid conclusion to the 
Uruguay Round talks on the 
General Agreement on Tariffs 
and Trade. Both countries 
would gain substantially from 
liberalisation of agricultural 
trade, and the talks are likely 
to conclude with a joint appeal 
to the US and the European 
Community to stop bickering 
ova- the details. 


Osaka and Tokyo see 5% declines 

Japanese city land prices fall 


By Robert Thomson In Tokyo 

LAND PRICES In Tokyo and 
Osaka. Japan's two largest 
cities, continued to fall In the 
first quarter this year, putting 
added pressure on financial 
institutions exposed to the 
property market. 

The National Land Agency 
said the greater Tokyo residen- 
tial price index fell an annual- 
ised 5 per cent during the 
period, compared to 8.2 per 
cent in the previous quarter, 
while commercial prices fell 5.9 
per cent, against 92 per cent 


Officials at the agency said 
the slowing of the fall 
suggested that the market was 
close to touching bottom, but 
most Japanese banks and other 
property-related lenders bad 
hoped the downward trend 
would be reversed in the first 
quarter. 

The falls are undermining 
the value of property collateral 
held by financial institutions, 
which fuelled speculative 
investment in the market dur- 
ing the late 1980s, when it was 
predicted that Japanese land 
prices would never fall. 


Commercial prices in Osaka 
fell 5.2 per cent during the 
quarter, while the residential 
index fell 42 per cent in that 
city. It was a particularly popu- 
lar location for building 
"investment apartments", 
many of which remain empty. 

However, the agency said 
there is evidence of a revival of 
interest in residential property 
in Japanese cities, but buyers 
are now more selective about 
the areas for investment than 
during the 1980s, when even 
properties far from public 
transport appreciated sharply. 



Kotani given suspended sentence 


Kotani: bubble bursts 


By Robert Thomson 

THE MOST famed stock 
speculator of the "bubble era" 
in Japan, Mr Mitsuhiro Kotani, 
was yesterday given an 18- 
month suspended jail sentence 
for what the Tokyo District 
Court described as the "naked 
manipulation" of stock prices. 

Mr Kotani, 56, had pleaded 
gnilty to manipulating the 
stock price of Fujita Kanko, a 
tourism company, but the 
court also condemned banks 
and brokers which assisted Mr 
Kotani's speculator group dur- 
ing its reign over Japanese 
markets in the late 1980s. 


The group, Kashin, bought 
shares in companies ranging 
from Janome, a leading mak- 
ing of sewing machines, to 
Kokusai Kogyo. an aerial sur- 
vey company, which it first 
attempted to greenmail and 
then took over when the man- 
agement was unwilling to buy 
back the Koshin stake. 

Mr Kotani admits that his 
group earned about Y31bn 
(£181m) through manipulating 
Fujita Eanko’s price, which 
rose 40 per cent during one 
week in April 1990. The money 
was needed to complete the 
purchase of Kokusai Kogyo. 

While Mr Kotani a dmi tted 


the charge, he suggested that 
be did not intend to deceive 
other investors into buying the 
stock, while his lawyers argued 
that Fqjita itself and Tobish- 
ima. a formerly conservative 
construction company, had 
played an important role in the 
manipulation- 

in the late 1980s Mr Kotani, 
became one of the brightest 
stars of the “bubble era". 

His downfall, which came 
with the collapse of stock 
prices, has left a range of poli- 
ticians and bankers open to 
criticism. A former environ- 
ment minister was charged 
with tax evasion on profits 


allegedly made through Kotani 
stock tips, while the deputy 
head of Sumitomo Bank's 
domestic business division 
resigned to take responsibility 
for the bank's dealings with 
him . 

The court said yesterday 
that the securities companies 
which assisted Mr Kotani in 
his share raids and price 
manipulation were “partly 
responsible" for the affair, and 
the Tokyo market had been 
“far from fair and just". Mr 
Kotani still faces a separate 
charge of extorting Y30bn from 
Janome, the sewing machine 
company. 


US verdict 
disappoints 
Ramos 


PHILIPPINE President Fidel 
Ramos yesterday expressed 
disappointment over a US fed- 
eral jury verdict clearing 
Westinghouse Electric of brib- 
ery. An elated Mrs Imelda Mar- 
cos said the decision vindi- 
cated her late husband, AP 
reports from Manila. 

The jury on Tuesday found 
that Westinghouse and a New 
Jersey engineering company 
paid no bribes to the then Pres- 
ident Ferdinand Marcos to win 
a nuclear power contract, an 
allegation made by the govern- 
ment of President Corazon 
Aquino, his successor. 

Mr Jess Sison, presidential 
spokesman, said the Philip- 
pines would continue to pay 
back a loan from Westinghouse 
for the $2.3bn (£1.5bn) the 
plant cost in 1976. Daily inter- 
est alone costs $300,000 and the 
principal is the biggest single 
portion of the country’s foreign 
debt burden of $30bn. 

Mr Francisco Villa, state 
prosecutor, said the govern- 
ment would appeal against the 
verdict 

The 520 MW nudear plant on 
the Bataan peninsula, the 
country's only nuclear power 
plant, was completed in 1985 
but never started up by the 
Aquino administration. 

The Marcos family faces 
more than 80 criminal and civil 
charges in the Philippines in 
connection with alleged cor- 
ruption, but none of the trials 
has been completed. 


Inside South Africa’s atomic laager 


South Africa on Tuesday 
proposed to ban the 
manufacture of nuclear and 
biological weapons. 

This followed an 
announcement earlier this 
year by President FWde 
Klerk that Pretoria had 
dismantled six nuclear 


weapons built between 1974 
and 1990. 

The proposed law aims to 
ensure compliance with 
international treaties and 
conventions governing 
nuclear and biological 
weapons, including 
monitoring dual-use 


equipment. 

A United Nations 
embargo prevents the sale to 
South Africa of arms as well 
as other items including 
supercomputers, which have 
military potential. 

Mr Derek Keys, minister 
of finance, trade and 


industry, told parliament: 
“The object of the bill is 
further to promote and 
ensure free trade with the 
international community.” 

Senior South African 
officials participated in a 
recent conference on nuclear 
non-proliferation in Africa 


S OUTH African officials 
told PPNN that their 
nuclear capability was 
not intended for use against 
Soviet-backed Cuban or Afri- 
can forces as had been previ- 
ously suspected. Instead, it Is 
claimed this capability was 
designed to secure western 
intervention, in particular 
from the US. in the event of an 
Immin ent threat of attack by 
Soviet-backed forces. 

South Africa would then 
have conducted a nuclear test 
to demonstrate its possession 
of nuclear devices. By signal- 
ling that further devices 
existed, South Africa thus 
expected to secure western 
intervention to halt the con- 
flict and neutralise Soviet 
nuclear capabilities. 

South Africa’s nuclear doc- 
trine, which might be termed 
catalytic deterrence, was never 
disclosed and has no direct his- 
torical parallel in nuclear strat- 
egy. Nuclear weapons states 
have tended to regard their 
unilateral readiness to use 
nudear weapons as central to 
credible deterrence. 

South Africa's strategy was 
driven by its perceived vulner- 


ability to a Soviet-inspired 
attack through neighbouring 
African states, backed by the 
threat posed by Soviet nuclear 
weapon capabilities, tt was felt 
that this threat could be neu- 
tralised only by directly 
linking South Africa to the 
west's nuclear deterrence 
umbrella. 

South Africa's nuclear strat- 
egy had three stages. PPNN 
was told. The first was a delib- 
erate policy of ambiguity. 
South Africa would “neither 
confirm nor deny” the posses- 
sion of nuclear explosive 
devices. It was thought that 
this stance would persuade 
western states to pressure the 
Soviet Union into exercising 
restraint in the region. 

If this policy failed, and a 
substantia] military threat 
emerged, a second stage would 
be implemented. This was the 
detonation of a nudear device. 
It was assumed that this would 
lead to frantic western diplo- 
matic activity both to prevent 
any nudear devices actually 
being used and to constrain 
the Soviet Union and its allies 
from further military action. 
The South Africans may thus 


have hoped to obtain western 
nuclear security guarantees in 
return for their non-use of 
nuclear weapons and for 
nuclear disarmament. 

If this did not produce the 
desired results, the third sta g e 
would be initiated by revealing 
to the west the existence of a 
stockpile of devices. 

The strategy was conceived 


deterrent strategy. Of the 
seven devices, three were for 
use at the Vastrop test site. 
The remainder were intended 
as back-ups in the event of 
a test failure and for 
demonstrating the existence of 
a stockpile. 

Three shafts, drilled to a 
depth of 180 to 200 metres, 
were planned for the test site, 


It was felt security would lie only 
in being linked to the west’s 
nuclear deterrence umbrella 


during the mid-1970s, when 
South Africa felt territorially 
threatened and diplomatically 
Isolated. The first nuclear 
device was completed in 1980 
but after problems with the 
uranium enrichment plant, 
only six of a planned stockpile 
of seven devices had been 
manufactured by 1989 when 
the programme was termi- 
nated. 

The limited stockpile 
resulted from the catalytic 


but one shaft had to be aban- 
doned because of geological dif- 
ficulties. The other" two were 
completed by 1977 and, 
although equipped with some 
instrumentation, were never 
used. 

The nuclear devices also 
appear to have been less 
advanced than previously 
assumed. In view of the cata- 
lytic strategy, it was decided to 
develop a nuclear explosive 
device, not a deliverable 


weapon of the type currently 
deployed by the nuclear 
weapon states. 

The device chosen - a gun 
assembly design -was s imilar 
in concept to the “laboratory 
weapon" dropped by the US on 
Hiroshima in 1945. It had a 
yield of 12-15kt and used ura- 
nium 235. which could be 
mined and enriched wi thin 
South Africa. 

Light can also be shed on 
other mysteries surrounding 
the South African nuclear pro- 
gramme. Intense speculation 
has surrounded the detection 
of an unusual double flash in 
the South Atlantic by a US sat- 
ellite in 1979, which some con- 
sidered evidence of a South 
African nuclear test According 
to South Africa no test 
occurred and no radioactive 
fallout was recorded in the 
vicinity. This may add sub- 
stance to the claim that the 
flash was induced by a micro 
meteorite hitting the satellite. 
Claims that South Africa's 
nuclear deterrent programme 
benefited from co-operation 
with Israel or any other state 
were also denied. 

South Africa's explanation of 


held in Harare in association 
with the University of 
Zimbabwe. John Simpson, 
Darryl Howlett and Jeremy 
Ginifer of the Progr amme 
for Promoting Nuclear 
Non-Proliferation examine 
what is known about South 
Africa’s nuclear programme. 

its deterrent strategy raises 
additional questions which 
remain unanswered. One is 
whether this account is a 
rationalisation after the event 
Only hard evidence that the 
devices were not produced in 
weapon form and that there 
were no aspirations to advance 
to more sophisticated fission 
can dispel this possibility. 

The second is whether the 
catalytic deterrence strategy 
would actually have worked if 
rt had been implemented in the 
mamra described. The end of 
the cold war may have elimi- 
nated the specific circum- 
stances, although the idea of 
ping nuclear proliferation as a 
bar S aitm *g tool to exert lever- 
age over the nuclear weapon 
states probably persists. 

fe this strategy also the ratio- 
nale underpinning the activi- 
ties of other states with ambig- 
uous nuclear programmes, 

Pakistan, India 
and North Korea? 


Programme for Promoting 
Nuclear Non-Proliferation, 
Mountbatten Centre for interna- 
tional Studies, University of 
Southampton, UK 1 


Egyptian 
clampdown 
nets 800 


By Roger Matthews, 

Middle East Editor 

THE EGYPTIAN authorities 
have stepped up their battle 
with Islamic extremists, arrest- 
ing more than 800 people in the 
past 10 days. 

According to members of the 
security forces quoted by Reu- 
ter, the latest arrests are an 
attempt to smash a hitherto 
unknown group called the 
Vanguards of the New Holy 
Struggle. 

The group is said to have 
been recruiting members in 
schools and universities, and 
advocates the full application 
of Islamic law. 

President Hosni Mubarak 
has blamed Iran for sponsoring 
the wave of extremist attacks, 
which have badly damaged the 
tourism industry, and last 
month ruled out any possibil- 
ity of a dialogue with radical 
Islamic factions. 

Mr Mohammed Abdel- 
Moneim, the president’s 
Spokesman, said at the time: 

nne strategy is steady -to get 

nd of these people." 

US officials have cast doubts 
.on the extent of external 
involvement in Egyptian ter- 
rorism, while liberal, secular 
organisations in Cairo have 
jranied Mr Mubarak against 
tbfi dangers of pursuing a con- 
frontational policy with groups 
m Part motivated by poor 
social and economic, condi- 
tions. 
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Running a business will always have its hurdles. 


But getting all your information systems to work 


together shouldn’t be one of them. At Digital, we’re 
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recognised as world leaders in the toughest task in 
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the IT business : successfully integrating 


different computer systems. The people at Digital 


have the technological expertise to help your 


people work more efficiently by sharing information 


better. No matter what systems you rely on or which 


companies they’re from, Digital will help you keep 


everything running smoothly. And as your needs 


change, we'll help to keep new barriers from 


forming. Imagine... leading the competition 


by giving your people access to data and 


& 


ideas when and where they need them. Already 
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with a proven track record of success in 


this field, Digital becomes a natural 


winning move. To find out more about 


Digital Multivendor Customer Services, 
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PUHING IMAGINATION TO WORK 


magine leaping over the barriers between systems. 
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Clinton acts to head 
off revolt over cuts 


By George Graham 

in Washington 


PRESIDENT Bill Clinton met 
his party members in Congress 
yesterday in an effort to con- 
solidate support for his eco- 
nomic programme and head off 
a brewing revolt among con- 
servative and centrist Demo- 
crats looking for more spend- 
ing cuts and fewer tax 
increases. 

Mr Clinton has appeared 
rejuvenated by trips to Ohio, 
Illinois, New Mexico and Calif- 
ornia over the last 10 days to 
seek support for his economic 
package from the public. The 
latter, however, must wait 
three and a half years before 
they can vote Tor Mr Clinton 
again, while members of Con- 
gress have a more immediate 
opportunity to pass judgment 

The Democratic leadership 
appears unwilling to jeopardise 
the president's economic pack- 
age by allowing party members 
to tinker with its components, 
but they also want to avoid 
provoking an all-out rebellion 
by cboking off dissent too 
fiercely. 

Mr Clinton has so far suc- 
ceeded in keeping his plan 
more or less intact, making 
some concessions on the pro- 
posed energy tax and abandon- 
ing his efforts for an invest- 


ment tax credit, but preserving 
the main elements he sought, 
such as higher taxes on the 
rich and cuts in many spend- 
ing programmes. 

The work of the House of 
Representatives Ways and 
Means Committee on the tax 
measures will be married 
today with that of 12 other 
committees on the plan’s 
spending components into a 
single reconciliation bill, but 
some conservative Democrats 
want to amend the plan when 
it is debated by the full House. 

Perhaps 20 Democrats are 
thought unlikely to vote for 
any tax bill; it would only take 
another 20 opposed specifically 
to the energy tax, allied to the 
Republicans, to break the Dem- 
ocrats' 80-seat majority in the 
House. 

“We need all the factions of 
the Democratic party to unite” 
said Mr Tom Foley, the 
Speaker of the House. 

If the plan cannot be pre- 
served in the House, it would 
have little chance of surviving 
in the Senate, where the Demo- 
crats have a much slimmer 
and less disciplined majority. 

Leaders of the conservative 
and centrist Democrats, such 
as Congressman Dave 
McCurdy of Oklahoma and 
Congressman Tim Penny of 
Minnesota, are pushing for a 


Brazil hedges democracy 
with money for military 


By Christina Lamb 
in Rio de Janeiro 


BRAZILIAN President Itamar 
Franco and the country's mili- 
tary chiefs issued a joint com- 
munique yesterday, warning 
that "democracy cannot be 
allowed to commit suicide". 

This arose from a four-hour 
meeting to discuss dissatisfac- 
tion in the military over pay 
and conditions, as well as the 
country's worsening social 
problems and a recent surge of 
regional separatist threats. 

The chiefs of the three armed 
services repeated demands for 


the military to be put on the 
same pay scale as the legisla- 
ture and the judiciary. 

They claim that Brazil's mili- 
tary spending amounts to the 
equivalent of 53 per head, com- 
pared to $27 in Bolivia and $17 
in Argentina. The air force 
commander says that his ser- 
vice cannot even afford fuel for 
its aircraft. 

Worried by increasing talk of 
agitation among the military, 
which prompted the meeting, 
Mr Franco had little choice but 
to accede, at least in part, to 
their demands. He seems to 
have promised a 97 per cent 


wage increase (Brazil's infla- 
tion is at about 30 per cent a 
month) and funds to modernise 
equipment. The communique 
explained: "Democracy is a del- 
icate plant requiring careful 
attention if it is not to wither." 

It also stressed the role of 
the Brazilian armed forces: 
"Ethnic conflicts in Europe, 
disputes for control of strategic 
areas, and the formation of 
economic blocs mean that 
large countries such as Brazil, 
rich in natural resources, must 
make greater efforts to defend 
their territorial and political 
sovereignty." 
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measure to place ceilings on all 
entitlement spending, which 
includes medical and social 
security programmes. 

They argue that this is 
essential if overall government 
spending is to be controlled, 
since entitlements now make 
up half the federal budget. 

Critics complain, however, 
that across the board entitle- 
ment cuts would hurt the poor 
and needy. They also warn 
that the ceiling could pre-empt 
any savings from the reform of 
the health care system now 
being prepared by the White 
House, since medical entitle- 
ment programmes such as 
Medicare and Medicaid are the 
fastest growing elements in the 
budget 

Mr Clinton said after his 
meeting with the congressional 
Democrats that he was opti- 
mistic that his economic plan 
would pass, and would achieve 
much of the deficit reduction 
the conservatives want. 

Mr McCurdy, however, said 
the president would have to 
compromise because there 
were not at the moment 
enough votes to pass the bill. 

But other Democrats said the 
conservative rebels were seek- 
ing to cover their flanks with 
voters in their constituencies 
and would, in the end. fall in 
line. 





Riot police in Guatemala City clashed yesterday with students throwing missiles as a protest against alleged official harassment 


Guatemala ‘political killings go on 9 


POLITICAL killings are 
continuing in Guatemala 
despite the civilian govern- 
ment's pledge to end them. 
Amnesty International said 
yesterday, AP reports from 
London. 

Opponents of the govern- 
ment of President Jorge 
Serrano Elias also have been 
tortured and some simply “dis- 
appear.” the London-based 
human rights group said in a 
report. “'Hie government may 
have changed, but the viola- 
tions go on.” 

Mr Serrano, who pledged to 


protect human rights when he 
took office in January 1991, 
“has singularly foiled to do 
so,” it said. 

Amnesty has documented 
“tens of thousands” of human 
rights violations in Guatemala 
during the past 20 years. It said 
the number of political killing s 
by government forces has 
dropped - "but we have yet to 
see whether this will be a last- 
ing improvement 

“The odds are against it. 
Harassment intimidation and 
death threats are on the 
increase, violators from the 


past are still walking free and 
the repressive structures are 
still in place.” 

A few human rights violators 
have been convicted. Amnesty 
said, and a presidential com- 
mission has been set up to co- 
ordinate human rights policy. 

Victims include street chil- 
dren, human rights workers, 
journalists, indigenous peas- 
ants, academics and trade 
unionists, Amnesty said. Some 
have been killed by members 
of the security forces in uni- 
form. others were murdered by 
“ death squads” — military per- 


Sale of Latin American art disappoints 


By Antony Thomcroft 


LATIN Ameri- 
... • can art has 

X suddenly gone 

off the boil. 
After three 
years of rapidly 
increasing 
prices, the auctions in New 
York this week were disap- 


pointing. On Tuesday. Sothe- 
by's raised SJ-am (£2.9m) from 
79 lots but the auction was 
only 52 per cent sold by value. 

There was one significant 
record, for a colonial painting. 
It depicts the Christmas Eve 
festivities in Mexico City in 
1720 and is signed Arellano. It 
bad been discovered recently 
in a house in England and 


more than doubled its esti- 
mate. selling for S497.500. 

A painting depicting cafe 
society in Bogota. "Cuatro 
Mujeres" by the Colombian art- 
ist Fernando Botero. was at the 
bottom of its estimate, realis- 
ing $717,500. 

Sotheby's had mare luck 
with its New York sale of the 
Alexander S. Honig collection 
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Nikko 
pays $lm 
SEC 


penalty 


THE us unit of Japan's Nikko 
Securities has settled ebasgn. 
by the Securities ' and 
Exchange Commission that ff 
violated federal Anuria] 
reporting and recording regu- 
lations, the SEC said yester- 
day, Reuter reports from Wash- 
ington. 

Without admitting or deny- 
ing the SECs allegations, the 
brokerage agreed to a llm 
(£ 650 , 000 ) civil penalty. 

The SEC charged Nikko in 
February with violating bro- 
ker-dealer rules by a llegedly 
concealing for several m o n ths 
an $ 18 m foreign exchange 
trading loss in 1991. 

Apart from the court- 
ordered penalty, the SEC sepa- 
rately issued a “cease and 
desist” order against Nikko 
and Mr Tsuneo Iida, the US 
unit's former chairman. Hr 
Masanori Ishikawa, former 
accounting chief, and Mr Sus- 
umu Okada, former senior vice 
president. 

The SEC order stemmed 


sonnel in plain clothes so as to 
“disguise their guilt”. 

Yet others have been killed 
by civil patrols - civilian 
groups said to be volunteers 
but under military control. 

Amnesty said the govern- 
ment has tried to cover its 
responsibility by claiming that 
victims were part of armed 
opposition groups. “Thee alle- 
gations are often made, with 
little or no evidence, against 
whole communities of Indige- 
nous peasants, for example, or 
against human rights work- 


from its finding that the three, u 
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of African art. It totalled 
$646,715 and was 92 per cent 
sold. A Fang male reliquary 
from Gabon fetched $206,000. 

Christie's tribal art sale on 
the same day fared less well 
totalling $825,212 but only 57 
per cent sold. A Benin rectan- 
gular bronze plaque of about 
the year 1600 went below esti- 
mate for $112^00. 


executives wilfully aided, abet- * 
ted and caused the unit to vio- 
late rules under federal securi- 
ties laws. 

The SEC's investigation 
came after Japanese regula- 
tors found in 1991 that Nikko 
Japan had improperly compen- 
sated favoured customers for 
securities trading losses. 

Japanese regulators imposed 
fines on Nikko and Japan's 
Fair Trade Commission ruled 
that the giant securities firm 
had violated the country's 
Monopoly Prohibitions Act 

According to the SEC, in late 
April or early May 1991, Mr £ 
Iida, Mr Ishikawa and Mr 
Okada learned of the $18m for- 
eign exchange trading loss and 
decided to tell this to only a 
handful of Nikko employees. 

For about five months, the 
loss was not disclosed to 
Nlkko’s own legal or compli- 
ance office, nor to outside 
auditors, the New York Stock 
Exchange and the public. 

Nikko was one of four Japa- 
nese companies charged by the 
SEC for keeping shoddy 
records and making false 
statements. 




Success of 
Distance 
Learning 
MBA 


THE SUCCESS of the new dis- 
tance-learning MBA degree for 
fina nci al specialists launched 
by a company set np by Man- 
chester Bittiness School and tbe 
University of Wales at Bangor 
was reflected iu the 300-pfns 
registrations in January. 

The company is the ! 

for Financial Management and 
the MBA is awarded by the 
University of Wales. This 
unique degree coarse has been 
specially designed for people in 
all financial sectors such as 
accountancy, banking, insur- 
ance, building societies and 
administration. 

The MBA coarse win he taken 


in an accelerated programme 
of 18 months by managers who 
already have professional quali- 
fications. It is also available 
over 30 months to graduates 
and/or managers with relevant 
experience. 

There is also a network of study 
support centres being set np 
aronnd (he world which enable 
students to take tbe degree in 
their own region and these are 
already established in the 
Middle and Far East and the 
Caribbean. More are planned 
for Australia, Africa, Sooth 
America, Canada and Europe. 
* A corporate programme has 
now been launched for finance' 
sector companies who want to 
combine in-house development 
with a customised and highly 
relevant degree. 

Further details from: Institute 
for Financial Management, 
Wales, Bs;- gor 
LL572DG. Tel: 0248382278, 
Fax: 0248 370769 * 
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NEWS: WORLD TRADE 


Clinton’s $7bn dilemma on China 

Linking human rights to trade could backfire, writes Nancy Dunne 


D emocrats in the us 

Congress used to enjoy 
washing former Presi- 
wsui ueorge Bush squirm dur- 
mg his annual veto of legiste- 
fion which linked US tariff 
levels on Chinese Imports with 

hu,,,an rtghts 

Now it is President Bin Clin- 
ton s turn to feel the heat As a 
^ indicated support 
for the Democrats in Congress. 
As president he must worry 
that even conditional China 
trade linkage, under which the 
administration is required to 
certify annually that China has 
““Proved its human rights and 
arms sales record, would jeop- 
fjfose up to $7^bn (E4^fan) to 
US exports this year. 

This policy of non-discrimi- 
nation to trade polity, the Most 
Favoured Nation treatment, 
provides to all trading partners 
the same customs and tariff 
arrangements. 

The president has until June 
3 to notify Congress whether 
he will renew China’s MFN sta- 
tus. He could at the same timn 
unilaterally impose some con- 
ditions on next year’s renewal 
to head off legislation in Con- 
gress to impose even steeper 
requirements. Mr Warren 
Christopher, secretary of state, 
said China's reportedly 
coercive family planning pro- 
gramme and Its alleged missile 
sales to Pakistan could be cited 
as a necessary improvement. 

In the business community, 
the overwhelming sentiment is 
that morality is a luxury the 
US can rarely indulge to t hes e 
days of persistently high 
unemployment - particularly 
when the price of Unking US 
tariff rates with China’s 
human rights record gets 
higher every year. 

The voluntary Levi Strauss 
withdrawal from China is not 
seen as the beginning of a 
trend. In fact, a new report by 
the International Business «n<f 
Economic Research Corpora- 
tion, which is funded by busi- 
ness, frets that removal of 
MFN or conditionality would 
provoke Chinese retaliation 
and risk up to 171,000 US jobs 
in 1993. 

Hardest hit immediately 
would be US exports of air- 
craft, fertiliser, wheat and tele- 
communications 
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Mitchell, left, and Clinton: pursuing Democratic goals tempered by presidential responsibilities 


Main Imports from China, and Effects of Loan of MFN Status (1992 Import^ 
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In the report's worst case 
scenario Boeing, McDonnell 
Douglas and their suppliers 
would suffer the greatest 
harm. They have 76 per cent of 
China’s aerospace market. Boe- 
ing could lose $5bn in sales. 
McDonnell Douglas has been 
selected for co-production of a 
“trunk air c raft" which calls for 
firm orders for 40 aircraft, 
valued at about Slbn, and it is 
discussing assembly of lO&eea- 
ter aircraft in Shanghai. 

China is the largest market 
for US fertiliser -exports last 
year were 9629m - and it is 
usually the largest or second 
largest importer, of US wheat 
Billions of dollars will be at 
stake as China .modernises its 
telecommunications market, 
where AT&T is already a lead- 
ing participant. . 

Former senator Adlai Steven- . 


son, an Illinois Democrat and 
son of the country's late 
United Nation's ambassador, is 
one of many to business hop- 
ing conditional MFN can be 
avoided. As head of a US-Chi- 
nese joint venture to design, 
build and operate commercial 
telecommunications systems in 
China, Mr Stevenson is aD too 
aware of what is at risk. 

The joint venture - the 
China America Telecommuni- 
cation Company - has a con- 
. tract to build a $20m prototype. 
US sanctions ultimately could 
cost the group participation to 
China’s $20bn telecommunica- 
tions equipment market. 

Yet projects like these which 
link the Chinese people with 
toe outside world are impor- 
tant to improvement of human 
rights, Mr Stevenson argues.. 
"Political liberalisation is hap- 


pening already, al though it u 
hard to quantify, and it will 
continue to happen as ideas 
and information cross bor- 
ders." 

US investment to China has 
been limited until recently to 
production ventures. But 
investment has expanded to 
services, with US accounting, 
computer software, consulting, 
financial insurance .and mar- 
keting firms establishing a toe- 
hold from which the newcom- 
ers are expecting to leap into 
the China market 

Since August 1992 the foDow- 
tog in vestments are amo n g the 
dozens which have been 
announced: American Interna- 
tional Group, forming a whol- 
ly-owned insurance company 
in .Shanghai; Connor Peripher- 
als to manufacture hard disk 
drives; Coopers & Lybrand, a 


joint venture to provide audit- 
ing, accounting, tax and con- 
sulting services; Gallup Group, 
a joint venture to conduct mar- 
ket research; Genera! Electric, 
with Chinese partners and oth- 
ers to build a m mmnniftatinna 

satellite; Singer, construction 

Of a sewing machin e com pan y 

with annual production of 
400,000 units; and Westing- 
house Electronics and Digital 
Equipment, an agreement with 
Shanghai No l Iron and Steel 
Plant to develop automation 

techniq ue ^ 

MFN Legislation, introduced 
by the Senate majority leader 
George MitcheD, would differ- 
entiate between products pro- 
duced by private enterprises 
(now about half US Imports 
from China) and those mad** in 
state ventures, which would be 
subject to the same high tariffs 
as Afghanistan, Cambodia, 
Cuba, Laos, Montenegro. North 
Korea, Serbia and Vietnam. 

Under the legislation, China 
would be required to step up 
releases of political prisoners 
and improve its record on reli- 
gious persecutions, unfair 
trade practices, and exports of 
missiles and other arms 
exports to regimes that have 
not signed up to multilateral 
controls. 

Hie JlTbn US trade deficit 
with nhtna is less of an issue 
to the MFN debate thk year. 
Congressman tee Hamilton, 
chairman of the House foreign 
affairs committee, recently 
acknowledged that "fair 
minded people recognise that 
increased imports from China 
reflect the relocation of produc- 
tion from other Asian export- 
ers, including Taiwan and 
Hong Kong”. 

Furthermore. China's 
imports are likely to mush- 
room to supply a growing 
demand for raw materials, 
capital equipment and technol- 
ogy. 

Mr Winston Lord, the assis- 
tant US secretary of state, last 
week apparently made tittle 
headway in urging China to 
make new commitments on 
human rights and weapons 
protiferatkm. 

The administration is expec- 
ted to wait as long as possible 
before the June 3 HpndTww tn 
the hope that the pressure will 
produce Chinese concessions. 


Coface 
hit by 
strong 
franc 


By David Buchan in Paris 


ECONOMIC recession and 
currency devaluations against 
the franc have made an 
increasing number of French 
exporters’ clients unable to 
pay their bills. France’s export 
credit agency. Coface, has 
warned. 

In an interview in Le Figaro 
yesterday, Mr Alain Paupert 
the Coface director responsible 
for short-term risk com*, said 
the premiums his agency 
change French exporters for 
insuring payment of their 
goods "will no longer" cover 
the bad debt claims on ft. 

Coface paid on t FFr400m 
<£48m) to 1992, a year which 
saw 210.000 European compa- 
nies go bust, with the bank- 
ruptcy rate rising by 50 per 
cent over two years. In normal 
times, bad debt claims on 
Coface amount to about 1 per 
cent of tiie total export busi- 
ness ft insures, but this rose to 
12 per cent in the second half 
of last year. 

Spain has apparently 
become the riskiest destina- 
tion for French exports, with 
bad debt dating amounting to 
3A per cent of Coface-tosured 
business there. But Mr Pan- 
pert said that • 

French companies pay an 
average of 0.43 per cent of 
total export turnover to get 
Coface cover, with the range of 
charges varying between 0.3 
and 0.9 per cent. The agency 
says ft may raise the top level 
on a case by case basis but is 
urging French exporters to 
redouble the care with which 
they choose clients. 

• Prime Minister Edouard 
Balladur win brief the Com- 
mission in Brussels on June 3 
on France's views about the 
need to broaden the Uruguay 
Round negotiations to take in 
all issues with all Gatt partici- 
pants, not just focus on agri- 
cultural trade with the US. 

The EC ex e c uti ve does not 
usually expose itself to direct 
lobbying from a single EC 
leader, and the move under- 
lines the determination of 
Brussels and Paris to bring the 
Gatt issue to a bead. 



Lacalle: Integration step-by-step is best 


Uruguay sees 
regional trend 
for Americas 


Stephen Fuller interviews the president 


A FREE trade zone made up of 
the entire American continent 
is too ambitious an objective, 
and governments to the west- 
ern hemisphere should concen- 
trate instead on developing 
their own regional groupings, 
according to President Luis 
Alberto Lacalle of Uruguay. 

"We should approach this 
step-by-step, t think the inte- 
gration movement mustn't go 
to the top at the beginning, 
from Alaska to Tierra del 
Fuego. No, nonsense." he said 
in an interview. 

Instead, the first stage 
should be groups of countries 
getting together, as Uruguay is 
doing with its partners to Mer- 
cosur - Argentina, Brazil and 
Paraguay. “Mercosur is made 
real by geography. It is tike a 
tree whose trunk is the River 
Plate and whose roots are in 
the Atlantic Ocean. 

"That’s why Mercosur makes 
sense and why the accession of 
Bolivia is reasonable. We are a 
mass of countries bound 
together. It’s the same for 
Mexioo, Canada and the US," 
he said. 

Making Mercosur work was 
"very difficult, so the idea for 
this generation, and perhaps 
fin another one, is to try to 
malm these things work." 

Mr Lacalle's remarks were to 
response to a question about 
the possibility of Argentina 


being able to join the North 
American Free Trade Agree- 
ment of Mexico, Ganada and 
the US. Washington has said 
that three South American 
countries - Chile, Argentina 
and Venezuela - would be can- 
didates for accession to Nafta. 
But Mr Lacalle pointed out: 
“Nafta is not a reality yet - 
and that’s a big if." 

He said an important part of 
Bolivia looked to the Atlantic 
so it made sense for the land- 
locked country to join Merco- 
sur. However, Bolivia is pre- 
vented by the Mercosur treaty 
from joining because it is a 
member of another trade 
organisation, the Andean Pact 
Mr Lacalle said: “We are trying 
to provide the possibility. It 
needs the agreement of the 
four [member] countries." 

The president conceded that, 
when the common external tar- 
iff comes into effect on Janu- 
ary l 1995. “perhaps we won't 
have a perfect common mar- 
ket" and there would be "some 
exceptions to the common 
external tariff". However, for 
most goods, the common exter- 
nal tariff would be about 20 per 
cent and there would be no 
internal tariffs. 

He said he hoped Montevi- 
deo, the Uruguayan capital, 
would become the permanent 
home for Mercosur's adminis- 
trative secretariat 
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NEWS: UK 


Falling retail sales expose frailty of UK recovery 


Britain in brief 


By Emma Tucker, 
Economics Staff 


THE FRAGILE state of Britain's 
economic upturn was yesterday 
exposed by an unexpected decline in 
retail sales, which last month fell for 
the first time since the beginning of 
the year. 

The figures follow poor manufac- 
turing output figures earlier this 
week, and although analysts warned 
not to read too much into one 
month's figures, they are the first 
sign that the recovery might not be 
on an uninterrupted upward path. 

The Central Statistical Office said 
yesterday that retail sales volumes 


fell a seasonally adjusted 0.3 per cent 
last month, compared with March. 
However, sales were still up strongly 
in the latest three months, a mea- 
sure which the government and 
independent economists take as a 
better guide to recent trends. 

In the three months to April, sales 
volumes rose by 1.4 per cent and 
were £2 per cent higher than in the 
same period a year earlier. Com- 
pared with the same month a year 
ago, sales in April were 2.4 per cent 
higher compared with growth of 4 
per cent in the year to March. 

Economists generally expect the 
recovery in the UK to be bumpy, 
following the experience of the US - 


suffering from similar private sector 
debt problems - where economic 
indicators have painted a conflicting 
picture in recent weeks. 

Concern over the economy was 
raised further yesterday when it 
emerged that the government 
needed to borrow £4- ©bn last month 
to finance public spending. This 
hi g hli g hts the prospect of high defi- 
cits later in the year as a result of 
the economic slowdown. 

The high level of borrowing for 
April - which was up 34 per cent 
from the £3.49bn figure for the corre- 
sponding month last year - came 
about after allowing for higher than 
expected privatisation proceeds of 


£1.4bn. Of the total borrowing 
requirement, central government 
needed to find £325bn last month to 
cover the gap between spending and 
revenues. Local authorities bor- 
rowed £963m while public corpora- 
tions took on an extra £396m of debt 

The weakness of April’s retail fig- 
ures was concentrated in food retail- 
ers and mixed businesses, mainly 
department stores. Sales in both sec- 
tors fell, while non-food retailers 
sales were flat 

Over the three months to April 
growth was concentrated in the non- 
food sector. Sales rose by 2.7 per cent 
compared with the previous three 
months. Food retailers, whose sales 


held up relatively well during the 
recession, have not fared so well 
since the beginning of the year. 

One reason for caution about the 
growth of sales is that heavy dis- 
counting, which helped to underpin 
retail sales, appears to be coming to 
an end. 

The Society of Business Econo- 
mists also warns today that sluggish 
growth of real incomes is likely to 
hold-back consumer spending. 

The Treasury stressed that it was 
dangerous to read too much into one 
month’s figures pointed to the 
steady upward trend in retail sales. 

Mr Gordon Brown, the opposition 
Labour party’s chief ffoanpp spokes- 


man, said; “It is quite darfi® 
today’s retail sales figures and yes 

today's fan in manufacturing out 

putthat far more will have tobe 
done to ensure a sustainable recov 
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Labour also claimed that Britain 
has been running a deficit on its 
trade in manufactured goods for 
more than a decade. 

Launching a concerted attack _ on 
the government’s manufacturing 

record, trade spokesman Mr Robin 
Cook asked how long it would be 
until the country got back to the 
surplus which existed, he said, every 
year before the Conservatives were 
elected- 


Labour party 
leader backs 
referendum 


Losses in Europe 
force Ford to 


Employers fear social costs will hit EC trade 


By Michael Cassell, 
Business Correspondent 


revise R&D plan 


By Kevin Done, 

Motor Industry Correspondent 


FORD’S continuing losses in 
Europe have farced the US 
vehicle maker to revise its 
ambitious plan for restructur- 
ing its European research and 
development operations. 

It is reducing the number of 
jobs to be transferred from the 
UK to Germany and has 
decided to keep open Its Aveley 
engineering site In Essex, for- 
merly earmarked for closure. 

Ford announced a year ago 
that it planned to consolidate 
its design and production engi- 
neering operations in the UK 
and Germany at two sites at 
Dunton. near London, and at 
Merkenicb, near Cologne. 

Ford said yesterday, how- 
ever, that it had reviewed the 
plan “to ensure that every ele- 
ment of proposed expenditure 
is absolutely justified in the 
light of our present business 
situation". 

Ford's European automotive 
operations, including Jaguar, 
made a record loss last year of 
$I.3bn corn Dared with a loss of 
S1.079bn in 1991. 

The European operations are 
being drastically restructured 
with the loss of about 10,000 
jobs in Ford of Europe (exclu- 
ding Jaguar! announced late 
last year. 

Ford admitted this week that 
"3S economic conditions have 
developed, it is increasingly 
unlikely that the company's 
European operations will 
return to profitability in 1993”. 
The company had previously 
been more sanguine about its 


Study finds 
engineering 
in UK lags 
behind Dutch 


By Robert Taylor, 
Labour Correspondent 


LABOUR productivity in 
British engineering companies 
is 25 to 30 per cent lower than 
in their Dutch counterparts, 
according to a study by 
Britain's National Institute of 
Economic and Social Research. 

Proportionately, however, 
more initial training is now 
carried out by British compa- 
nies than in the Netherlands. 
These are the main finding s of 
a comparative study into pro- 
ductivity, machinery and skills 
in British and Dutch engineer- 
ing companies. 

The main reason for the con- 
tinuing productivity 'gap 1 says 
the report is widespread provi- 
sion of full-time vocational 
education and training in the 
Netherlands, which allows 
companies to carry out subse- 
quent tr aining among employ- 
ees more cost effectively than 
is possible in Britain. 

The study also points to the 
slower UK investment in capi- 
tal equipment such as comput- 
er-controlled machinery and 
‘lower average levels of work- 
force skills and knowledge. 

“The relatively high stan- 
dards of students from the age 
of 13 onwards at junior and 
intermediate technical schools 
in Holland give Dutch employ- 
ers a considerable *head start' 
over their British counterparts 
in terms of the ‘train-ability’ of 
their workforce." 

It points out that relatively 
high wage levels In the Nether- I 
lands also provide sharp incen- 
tives to employers to seek the i 
high levels of workforce skill 
and productivity required to 
succeed in manufacturing. 

But the study also says Brit- 
ish engineering employers are 
no longer “complacent" in the 
face of international competi- 
tive pressures and points out 
that many improved their pro- 
ductivity during the 1980s and 
shifted production into higher 
value product areas and away 
from mass production of stan- 
dardised goods. 

The research used in the 
study was based on visits to 12 
British and nine Dutch engi- 
neering plants in 1991-92. 


prospects for this year. 

It has decided to maintain its 
pilot plant and manufac turing 
and process engineering work- 
shop facilities at Aveley. 

The "likely benefits” of con- 
solidating the operation at 
Dunton were "outweighed by 
the substantial costs involved,” 
the company said. 

Under the revised plan for 
reorganising the research and 
development operations, the 
number of jobs to be trans- 
ferred from the UK to Ger- 
many has been reduced to 226 
from 309 a year ago. 

The jobs are chiefly in chas- 
sis engineering with the 
remainder coming from the 
body engineering and trans- 
mission operations staffs. 

The number of jobs being 
moved from Germany to the 
UK, in instrument panel engi- 
neering. has been cut to 22 
from 26. 

Within the UK. Ford said 
yesterday that a total of 776 
jobs would now be moved to 
the Dunton technical centre 
from other sites in Essex; Ave- 
ley (346), Dagenham (172) and 
Basildon (258). About 400 jobs 
will now remain at Aveley. 

Ford insisted yesterday that 
the scaling back of the R&D 
restructuring had not compro- 
mised its fundamental aim of 
locating its design and manu- 
facturing engineering staffs at 
only two sites in the UK and 
Germany. 

The decisions aimed to 
improve the efficiency of file 
engineering operations by the 
increasing introduction of 
simultaneous engineering. 


THE EUROPEAN community 
has lost one-fifth of its share of 
world trade since 1980 and will 
lose more unless productivity 
improves and social costs on 
employers are contained, the 
Confederation of British Indus- 
try warned yesterday. 

The UK employers' organisa- 
tion called on the EC to 
“rethink its commitment to the 
social chapter and to avoid 


directives which will further 
reduce competitiveness". 

Mr Howard Davies. CBI 
director general, Mr Davies 
said that employers across the 
co mmuni ty were united in 
their opposition to the addi- 
tional cost burden implied in 
the chapter's social action pro- 
gramme. 

Implemention of the pro- 
gramme would mean a further 
reduction in competitiveness 
and more job losses, he said. 

Mr Davies was speaking as 


the CBI urged the government 
to construct an industrial 
strategy based on strengthen- 
ing the supply side of the econ- 
omy to achieve sustainable 
economic growth. 

Although encouraged by 
recent ministerial language 
backing manufacturing indus- 
try, the CBI still believes the 
government has still foiled to 
articulate a clear, industrial 
strategy. 

The employers’ organisation 
has begun work on a policy 


doc ument intended to define 
its view of the government’s 
proper role in improving 
Britain’s competitiveness. It 
will also set out what the CBI 
believes to be the acce ptable 
limits of state involvement in 
s u pp or t in g mdjjpry. 

The CBI is anxious to dis- 
courage any suggestion of old- 
style, state intervention but 
believes file gov er nment must 
make its central objective the 
adoption of policies intended to 
help UK companies compete 


more s u ccessflilly- 

Business leaders complain 
that competitors to other Euro- 
pean countries receive far 
more state assistance from 
government in winning vital 
orders. 

Mr Davies said the govern- 
ment’s prime responsibility 
was to provide a stable eco- 
nomic framework for business. 
But, beyond that, it had to 
implement policies which 
would raise the trend growth 
rate to the UK economy. 


Treasury to 
cut dental care 



Minister 
‘unable to’ 
influence 
arms sales 


By Jimmy Bums 


W 



Police statement: Kenneth Clarke, home secretary, told the Police Federation yesterday there needs to be structural reform of the 
service. Despite force opposition. Mr Clarke has started r e structuri ng police authorities to make them smaller businesslike bodies 


Aerospace industry damaged by cuts, MPs told 


By Daniel Green 


CUTS to government spending 
on defence research and devel- 
opment are damaging Britain's 
international competitiveness 
in civil and military aerospace, 
a committee of MPs was told 
yesterday. 

Mr Alan Jones, chief execu- 


tive of helicopter-maker West- 
land, warned the Commons 
Trade and Industry Committee 
that the government's £25m 
programme for civil aircraft 
research and demonstration, 
was just 25 per cent of what 
was needed to compensate for 
defence spending cuts. 

Funding to help improve 


helicopter gearboxes, an essen- 
tial part of helicopter 
upgrades, had been cut from 
£3m a year to £0-5m since the 
mid-1980s. 

“We are not getting as much 
assistance as our [overseas] 
competitors,” he told the com- 
mittee. 

Mr Jonathan Aitken, the 


defence procurement minister, 
earlier said that the Ministry of 
Defence was spending £2.6bn 
on research and development 
and that there was a good rela- 
tionship with the DTI. He said 
the impact on jobs and other 
social factors were taken into 
account by ministers when 
awarding contracts. 


But if a contract with domes- 
tic manufacturers cost more 
than imported alternatives, he 
would argue strongly to cabi- 
net to split such costs. 

He said that the European 
Figh t e r Aircraft project was a 
le ading example of how gov- 
ernments and industry could 
work together successfully. 


Nissan denies it was behind 
alleged tax fraud in Britain 


Leading cargo company 
trains substitute workers 


By John Mason, 

Law Courts Correspondent 


AN EXECUTIVE of Nissan, the 
Japanese car maker, yesterday 
denied that his company was 
behind the alleged tax fraud 
involving Nissan UK, the for- 
mer car importers. 

Mr Masayuki S aka garni, 
managing director of Nissan 
Motor Corporation Carriers, 
the Japanese company's 
freight subsidiary, was giving 
evidence at the Old Bailey trial 
of Mr Michael Hunt, the Nissan 
UK director, who denies con- 
spiring to cheat the Inland 
Revenue of £97m in corpora- 


tion tax. Mr Sakagami denied 
knowing of the role played in 
the alleged fraud by Mr Fried- 
rich Pannosch, an Austrian 
rail consultant He is alleged to 
have opened a Swiss bank 
account into which about 
$20Qm in freight charges, alleg- 
edly diverted from Nissan UK 
were paid. 

When Mr Sakagami and two 
other senior Nissan executives 
met Mr Pannosch in Vienna for 
a weekend to early 1990, their 
purpose was simply to be 
taken for a sightseeing tour - 
not to “check out" Mr Pan- 
nosch because they knew he 
had opened the account, he 


told Mr Michael Shenard QC, 
for Mr Hunt 

He denied earlier evidence 
by Mr Pannosch that the Nis- 
san executives’ trip had not 
been a cultural tour of the city 
and that they had spent 20 
hours a day pumping the Aus- 
trian with endless questions 
about his business. 

Throughout the weekend, 
the Nissan executives had only 
asked questions about Aus- 
trian history and painting, he 
said. He had been so tired that 
as Mr Pannosch drove them 
round the city, he had often 
fallen asleep, he said. 

The trial continues today. 


A SUBSTITUTE labour force 
has been trained to take over 
at Southampton Container Ter- 
minals, Britain's second big- 
gest cargo-handling company, 
to the event of a strike over 
cost cutting, the Transport and 
General Workers Union 
claimed yesterday, Robert Tay- 
lor writes. 

The company has told the 
union that it intends to make a 
third of its 500-strong work- 
force redundant and introduce 
' contract casual labour. 

The union claims up to 80 
substitute workers have been 
trained by Bahamas-based 
Drake International and are 
being paid £175 a week on 


three month contracts to stand 
by at home in Southampton. 

Mr Denis Harryman, a union 
official in Southampton said 
Mr Bruce Dawes, the compa- 
ny’s managing director had 

told him the substitute work- 
force was an ’insurance’ for 
Southampton Terminal Con- 
tainers, whose main sharehold- 
ers are Associated British 
Ports and P&O. 

The company yesterday 
refused to comment on the 1 
allegations but said in a state- 
ment overcapacity and the 
need for cost savings required 1 
“more flexible working and 
increased productivity but at 
significantly lower cost". 


A FORMER cabinet minister 
Indicated yesterday that he 
may have been, unable to influ- 
ence key decisions of the Brit- 
ish government the 

cai» of Jafwina equipment to 
Iraq and Iran for which his 
department had statutory 
responsibility. 

Mr Paul Chanson, former 
trade and Industry secret ar y, 
told the arms-for-Iraq inquiry 
! that during his period in office 
I from 1986-87, the Foreign 
! Office and the Ministry of 
| Defence were interpreting gov- 
( eminent guidelines in a way 
; he had not envisaged, 
j The guidelines first agreed 
! in December ''1984 were 
j intended to restrict defence 
| exports which could enhance 
I military capabilities and pro* 

[ long or ex a cerb a te the Iran- 
Lraq war. 

But Mr Ghannon highlighted 
one case in which the export 
of h ov emai l s to Iran had been 
b locked not, in his view, on 
the bests of mflftary criteria, 
but because Mrs Thatcher, 
th en prime minister, had not 
wanted to alienate other Arab 
coun tries . 

“I think [file MoD and the 
Foreign Office] were changing 
the rules as they went 
along.. Although it was gov- 
ernment policy, it was jolly 
irritating,” he said. 

Documents made available 
to fiie inquiry confirm that by 
1986, Mr Alan Clark, then 
serving under Mr Chanson as 
trade minister, and other offi- 
cials were arguing strongly for 
a relaxation of the guidelines. 

But when questioned about 
some of them, Mr Channon 
said he had no record of them 
being cir culated to him. 

One document which the for- 
mer secretary of state could 
not recall seeing before yester- 
day was a m i n ute written by 
Mr Clark to Mrs Thatcher on 
November 24 1986 urging a 
relaxation of the guidelines. 

Government papers released 
following the Matrix-Churchffl 
tr ial - which ended with the 
acquittal of executives accused 
of illegal exports to Iraq - sug- 
gest that by 1988, with Mr 
Clark still in his post but not 
Mr Channon, there was shift 
in inter-departmental power 
away from the Foreign Office 
to favour of the DTL The hear- 
ings continue on Monday. 


The UK Treasury is pressing 
for effective withdrawal of the 
National Health Service from 
dental care and the scrapping 
of free prescriptions for all but 
the poor in its fundamental 
review of public spending. 

The proposals - under con- 
sideration by a government 
Whitehall committee set up by 
Mrs Virginia Bottomley, the 
health secretary - foreshadow 
a fierce battle during the next 
few months as minis ters pre- 
pare fiie government's spend- 
ing plans for 1994-95 and 
beyond. 


Guildford Four 
police acquitted 


Three former police detectives 
accused of manufacturing 
notes of interviews with (me of 
the Guildford Four - the 
alleged ISA bombers whose 
convictions were quashed in 
1989 arts' they served 14 years 
in jail - have bees acquitted of 
conspiracy to pervert the 
course of justice. 

The three men, ex-Detective 
Chief Inspector Thomas Style, 

| 59, ex-Detective Sergeant John 
Donaldson, 57, and former 
Detective Constable Vernon 
AttweD, 52. were accused by 
the prosecution of lying on 
oath that notes of inte rv iews 
with Patrick Armstrong were 
contemporaneous when they 
had been compiled later from 
rough notes. 

In the interviews Mr Arm- 
strong confessed to planting a 
bomb in the Horse and Groom 
pub, Guildford in October 
1974, to which five people died 
and more than 50 were 
injured. 

Their convictions were 
quashed by the Appeal Court 
to October 1989 after hearing 
how investigating police offi- 
cers had altered notes of inter- 
views, suppressed significant 
material and given false evi- 
dence at their trial. The 
acquittal of the three forma 
officers provoked an immedi- 
ate outcry from the Guildford 
Four and their lawyers. 


Recession hits 
travel costs 


Government contemplates life after Maastricht 


T HERE IS life after Maas- 
tricht. Denmark’s 
endorsement of the 
treaty has provided the occa- 
sion for predictably jnbilant 
talk among UK ministers about 
lines now drawn under a dis- 
mal past, the promise of new 
beginnings. They half believe 
it. They will be more con- 
vinced when they can see also 
life after the expected cabinet 
reshuffle. 

With the bulk of the opposi- 
tion Labour party- abstaining, 
the government is promised a 
comfortable majority when the 
third reading of the Maastricht 
bill wraps up its tortuous prog- 
ress through the House of 
Commons today. 

In spite of the promised 
thunder in Britain's upper 
chamber, the House of Lords, 
from Lady Thatcher and Lord 
Tebbit. the finishing post is 
now in clear view. The court 
cases threatened by the Euro- 
sceptics may prove more of a 


Philip Stephens assesses the impact of the Danish vote on the Tories 


nuisance than the government 
will admit So too might action 
to the European Court to chal- 
lenge the validity of Britain's 
opt-out from the social chapter. 

But barring unexpected acci- 
dents - an essential caveat 
when writing about the pres- 
ent government - by the end 
of July Britain should have 
caught up once again with its 
European partners and ratified 
the treaty. 

The split in the Tory party 
over Europe will not go away. 
The arch-EurOsceptics have 
detached themselves from the 
Conservative mainstream. 
Sterling's exile from the Euro- 
pean exchange rate mechanimn 
means that the destructive 
choice between the slow and 
fast lines of European integra- 
tion has been deferred not 
removed. 

The DM/Franc link has sur- 


vived everything the specula- 
tors have thrown at it It pro- 
vides the basis for a monetary 
union among the Community’s 
core countries. Mr Major 
underlined yesterday there is 
no prospect in the medium 
tom of the pound's return to 
the system. Those officials who 
remember the sterling crises 
which punctuated life before 
the ERM understand the risks 
of remaining outside. 

The prime minister has more 
im m ediate problems. His own 
authority has been much 
diminished. His cabinet is 
deeply unsettled- His support- 
ers are ready to be tipped into 
panic again by the threat - 
albeit at this stage slim - of 
defeat in the forthcoming Par- 
liamnetary by-election in the 
Christchurch constituency. 

The official line - that Mr 
Major is determined not be 


pushed Into a reshuffle by the 
media - is either disengenuaus 
or deeply misguided. 

It is true that some national 
newspaper editors would be 
happy to claim the scalp of Mr 
Norman Lamont The chancel- 
lor of the exchequer’s some- 
times aloof manner and his 
habit of writing nasty letters of 
complaint have left him few 
friends to the press. 

But this time the pressure 
from the media understates the 
manouevring to the cabinet If 
Mr Major decides against 
changes he wfii be ignoring the 
advice not of a majority of his 
colleagues. It must be assumed 
that Mr Norman Fowler, the 
party chairman, has told him 

SO- 

It is not a question of malice. 
Mr Lamont has been a shrew- 
der chancellor than bis public 
image allows. But to the words 


of a colleague, he has been at 
the scene of too many acci- 
dents. 

Mr Lamont does not want to 
go. He sees no reason why he 
should be the scapegoat for the 
recession or for Maastricht. 
There are dark rumours that 
Mr Major’s own role in last 
September’s ERM debacle 
would not bear the scrutiny of 
Mr Lament's memoirs. 

The uncertainty is damag in g 
the cabinet. Ministers are jos- 
tling for position in case Mr 
Major opts for wholesale 
changes. 

Mr Kenneth Clarke, home 
secretary, has emerged along- 
side foreign secretary Mr Doug- 
las Hurd as an independent 
force in the government But 
the home secretary’s habit of 
re-interpreting economic policy 
during early morning chat- 
shows has enraged Mr ijunon t. 


Mr Hurd is accused - 
unfairly - to Westminster of 
plotting against fire chancellor 
while Ms protege Mr Clarke 
bids for his job in the media. 

Other relationships risk 
being soured by constant gos- 
sip speculation about who is 
on the way up and who might 
be on the way out Mrs Vir- 
ginia Bottomley’s trouble-free 
J*"* department of 
health has caused resentment 
against among less fortunate 
colleagues. 

The right is asserting the 
candidacy of environment seo- 
rebuy Mr Michael Howard as 
chancellor. 

Others, like Mr John Patten 
at Education have been unset- 
tled by the inclusion of their 
names alongside that of Mr 
Lamont on reshuffle "hit-lists" 
The discord ripples dowi 
through the middle and junior 
ranks of the government. 

It cannot make for good env- 
eminent. 


The recession has forced two- 
thirds of small UK businesses 
to cut the cost of employee 
travel to Germany, according 
to research by Equator, a mar- 
ket research subsidiary of Saat- 
chi & SaatchV 

Mr John Bouldtog, manag in g 
director of GTF Tours, the UK- 
based company which commis- 
sioned the research, said 80 per 
cent of the 100 businesses sur- 
veyed now used three-star 
hotels. Mr Boulding, whose 
company specialises to travel 
to Germany, said two-thirds of 
the companies, whose turnover 
raised from £300,000 to £I3m, 
relied on cheap fores, including 
charter flights, when managers 
flew to Germany. 


po"’ fc 1 

nrivu 


Mr John Smith, the opposition 
Labour leader, came down 
against a change in toe way 
MPs are elected, but said a ref- 
erendum on elections to the 
House of Commons should be 
a manifesto commitment at 
the next general election. 

In a separate move, he 
reduced the prospect of a con- 
frontation with the t rade 
unions over their links with 
the party, by proposing that 
individual union me mbers 
should receive fall party mem- 
bership for a reduced rate. . 

Mr Smith’s comments con- 
tained comfort both for 
reformers, who believe the ref- 
erendum wffi keep up momen- 
tum for change, and for those 
who want to keep the first- 
past-the-post system. 





Awards for FT 


ZZOf** 1 Times journalists 
yesterday won two of the tap 
tonow-s in the British Press 
Team of the 
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taan °/*ww«n Mad- 
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Itm Rod - 
Mm Fried- 
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9 ~* n L: Raymond Snoddu also 
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Ascribed as “a consum- 
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Power of 
private 
labels 

era of branded products still 
treat retailers' private-label 
rjjjajf tiisdam. Yet, in the 
Prtvate-label product 

m£s 1 ff.f *£““ 50 “6 a busi- 
2 S ®-™ * few companies can 
afford to turn up their noses 

Intel"?? 1 * f urv b»* by Concept 
International, a branding consul- 

Sy • <* » UK-basadS^SS- 

sorts producers - half of them 
w the food and drink industry - 
finds that fewer than afifth 
dsnye Jess than 10 per cent of 
5 *®! revenues from pri- 
vate-label manufacturing. 

Forty-tour per cent of the com- 
panies said the business pro- 
vided at least 40 per cent of their 
revenues. Fifty-eight per cent 
said it was a bigger share of 
their total sales than five years 
ago- The main reason tor private- 
label manufacturing, me ntioned 
by 30 per cent of companies. Is to 
provide greater security for con- 
tinuing sales revenue, while 27 
per cent cited the opportunity to 
cover fixed costs. 

The companies divided almost 
equally between those tor which 
private-label business consisted 
of producing cheaper copies of 
branded products or basic prod- 
ucts at the lowest possible price 
and those which aimed to mairo 
unique products. 

'Hie survey imriartinpn how tor 
private-label business gives 
retailers the whip hand in mar- 
keting decisions which manufac- 
turers of branded products have 
traditionally controlled. It find*. 
retailers are more Important 
than manufacturers in control- 
ling retail prices, advertising and 
promotion, packaging and design 
and the size of product ranges. 
Manufacturers still wield more 
control than retailers in the 
areas of distribution, delivery 
and product programming. 

Three-quarters of private-label 
manufacturers said their most 
important market was the UK 
But 18 per cent said ft was west- 
ern Europe - winch 48 per cent 
named as their second most 
important market. 

Guy de Jonqui&res 

*Conzept International, Rwer- 
view House, London WB 9AK Tel: 
081-748 7874 


C ross ing borders has 
become second nature for 
many businesses, but not 
tor retailers. Companies 

exported 3 successful 
retaihng formula are few, while the 
ust of failures. Including the UK’s 

{£?“ * SpeocSTr&iS. 

prances Prin temps in Japan, is 

depressmgiy long. 

a . new generation of retail- 
ers is trying again. Last December, 
Tesro of the UK bought the 92-store 
Catteau chain of supermarkets in 
northern France. Two months later. 
Kingfisher, the UK retailing group, 
acquired Darty, France’s largest 

KT 1 fSf!L cal J retai!er - Ahold of the 
Netherlands, Aldi and Tengelmann 
of Germany, and PromodSs and 
Carrefour of France are among 
those which have built up the pro- 
portion of their sales in other Euro- 
pean markets to more thaw 30 per 
cent 

The latest to join this trend is 
Mjgros, one of Europe’s most power- 
ful retailers, but up to now active 
only in Switzerland. A federation of 
12 co-operative societies, the com- 
pany is building supermarkets in 
France and Germany and is com- 
mitted to taking a leading position 
in the Austrian grocery market 
Its progress will be watched 
closely by other European retailers, 
after its large success in Switzer- 
land, where it has 23 per cent of the 
food market It buys more *h?n 20 
per cent of Switzerland’s annual 
agricultural production and, in line 
with its founder Gottlieb Duitweit 
er*s policy of reducing prices by cut- 
ting out the middleman, it manufac- 
tures about a third of what it sells 
in its own factories. 

Moreover, its method of expan- 
sion may prove a model. Having 
carefully studied toe failures of oth- 
ers, Migros believes the key to suc- 
cess, in food retailing at least, is to 
stick at first to the regions around 
one's home base. It alan de cid ed nnt 
to open its own stores in Austria, 
but rather to form joint ventures 
with existing local retailers. 

Eugen Hunziker, president of the 
Migros federation, acknowledges 
the biggest mistake most retailers 
have made in cross-border ventures 
has been underestimating the differ , 
ences from their home mar ket. Suc- 
cessful re tailing involves delivering 
the right goods and services to the 
local customer. But d iffe ring tastes, 
cultures and c limat e mean the 
demands of customers vary consid- 
erably in different parts of Europe: 
Moreover, different legislation in 
areas, such as opening hours, plan- 
ning restrictions, VAT and mini - 
mum wages, can make operating 
conditions very diffe rent in foreign 
marke ts. 

Even within the OS where there 
are no significant linguistic or cul- 
tural borders, national retailers, 
such as Safeway and A&P, have 


Neil Buckley and Ian Rodger look 
at the European expansion of 
Swiss retailer Migros 

Sticking to 
the border 


CrwSrtqiW retailer- to-retaHer acquisitions in EC 


1,100 
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been unable to keep pace with 
regional specialists, argues Hun- 


The challenge, he says, is defining 
which regions belong together. 
Switzerland, for Example, has three 
cultures dearly separated from one 
another. Yet Migros succeeds in all, 
by carefully targeting its products 
and offering them at aggressive 
prices. 

Migros management knows its 
supermarkets are appreciated 
beyond Switzerland’s borders. Ger : 
mat), TtaKan , F rench and Austrian' 
consumers regularly cross the bor- 


der to shop m Its stores. 

Besides awareness of the poten- 
tial pitfalls, Migros’ cumbersome 
democratic decision-making process 
within the cooperatives had previ- 
ously acted as a brake on cross bor- 
der expansion. 

But the pressure has now become 
irresistible. The group fy»s Hmf fepri 
potential for growth at home and 
needs more outlets for its manufac- 
tured products, including confec- 
tionery, pasta and hygiene prod- 
ucts, if it is to remain competitive. 

With the creation of a single mar- 
ket in the European Community it 


looked as If expansion into neigh- 
bouring countries could be 
approached gradually and pain- 
lessly. Migros first dipped its toe in 
the water last year, launching two 
supermarket projects in the French 
suburbs oS Geneva and another in a 
German suburb of Basle. 

Then in December a majority of 
Swiss voted against joining the 
European Economic Area (EEA), an 
expanded free-trade zone with the 
EC. That meant that exporting from 
Switzerland would continue to be 
difficult and the group would need a 
secure base somewhere within the 
EEA, The obvious solution was to 
go to Austria. Austria will be a 
member of the EEA as well as hav- 
ing easy trade relations with Swit- 
zerland through, the European Free 
Trade Association. 

In March, Migros made a series of 
deals that would give it arrest to 
about a quarter of the Austrian gro- 
cery market at a cost estimated by 
outside analysts at more than 
SFr200m (£88.4m). ft acquired the 
chain of ii2 F amiUa supermarkets 
based mainly in the western Aus- 
trian province of Vorariberg from 
the Zomtobel group. It then formed 
two joint ventures with Konsum, 
Austria’s largest supermarket 

chflfn 

One venture, in which Migros will 
have a 75 per cent controlling inter- 
est, will manage the Familia super- 
markets and Knnsum supermarkets 
in Vorariberg. It will have esti- 
mated sales (ft SFr200m and employ 
around 1,500 people. The other, in 
which Migros has only a 28 per cent 
stake, brings together 78 Konsum 
supermarkets throughout Austria 

and the F amilia shops outside of 
Vorariberg. It would have annual 
sales of Schl2bn (£690m) and 
employ around A000 people. 

Even expanding reasonably 
to home, thou gh, can le ad to com- 
plications. News of the joint ven- 
tures provoked an outcry from Aus- 
trian trade unions , which claimed 
Migros’ policy of manufacturing so 

much Of its OWn gOOdS would mean 
the loss of thousands of jobs in Aus- 
trian manufacturing. 

Hunziker dismisses the idea that 
Migros is going to divert Konsum 
and FamiTifl ’g existing supply and 

distribution networks to Us Swiss 
sources, although ft is analysing the 
Austrian stores in detail to see 
which of its own products ft can 
sell, and how it can best take 
advantage of its international pro- 
curement po tential. 

“We didn’t go into Austria on our 
own, but looked for co-operation. 
We can’t transfer Migros philosophy 
and policy wholesale. The Austrians 
will tell us what we can and cannot 
do," he says. With that type of atti- 
tude, Migros may stand a better 
chanre than some of its precursors 
of making a success (ft its crossbor- 
der ventures. 


River-to-river 

saleswomen 

Avon is selling its cosmetics in the 
Amazon, writes Christina Lamb 


S ending bands of women in 
kayaks down the tributaries 
of the Amazon to sell lipstick 
and face creams to remote 
communities would seem to be 
taking the concept of direct sales 
to the extreme. Particularly if the 
communities do not use money 
and can pay only with barter goods 
snch as fruits, eggs, wood or 
nuggets of gold. 

Yet this is one of the creative 
methods used by the Brazilian 
subsidiary of Avon, the US 
wanwiiff ; giant, to main* its 
products available throughout the 
country's vast hinterlands and to 
maintain sales over the past three 
years of recession. 

As a result, Avon has become 
nnp of the few Brazilian companies 
to see sales rocket as per capita 
income has dropped 10 per cent 
Ademar Serodio, president of 
Avon Brazil, explains: “Research 
showed us that, even in a crisis, 
there is always consumption. 

“Our problem was to make people 
who had less money consume 
more." 

His plan to widen the sales net 
did not convince his head nffioo, 
nor, indeed, some of his employees. 
They believed cosmetics sales 
would be among the first products 
to suffer in a deep recession and 
the company should adjust to a 

s maller marltB t 

After a six-month struggle, 

Se radio's masters caved in. agreeing 
in March 1991 to boost the sales 
force by 50 per cent and launch 
a series of new products. The 
decision was a success, turning 
the Brazil operation into one of 
the company's most profitable 
worldwide and the largest cosmetics 
company in Latin Amer ica 
Sales rose from 180m units in 
1990 to last year. This year, 
revenues are expected to reach 
$480m (£317 An), against $350m 
in 1990. The workforce has 
increased 10 per cent and the 
factory is operating at full steam, 
compared with an idle capacity 
average for Brazilian industry of 
30 pear cent 

To achieve tins, and increase 
the sales force, Serodio boosted 
the number of sales catalog ues to 
i 2 m, which he estimates are seen 
by 30m people. 

This is a costly operation in 
Brazil, where high inflation means 
the catalogues must be reprinted 


every 19 days, while the estimated 
in flatlon rate is factored into the 
sales price to cover the grace period 
for payment Simply issuing new 
price lists did not work, says 
Serodio, explaining: “The 
catalogues are an essential tool 
of our salesforce in creating trust” 

Serodio also radically changed 
the system of incentives for sales 
people, who work on 30 per cent 
commission. Rather than, as in 
the past reward the people who 
sell most, prizes now go to those 
who most improve their own 
performance. Serodio explains: 
“Under the old scheme, it was 
always the same people who won, 
so it ended up not being an effective 
incentive." 

The Amazon sales are a result 
of a new flexibility to adaptation 
to local conditions and the logistics 
problems of door-to-door sales in 
a country larger than western 
Europe. 

Serodio admits he is not 

sufficiently Familiar with the 

currency of the Amazon to judge 
how many breadfruit one needs 
to buy a lipstick or how many 
blushers to a nugget of gold. But, 
having paddled back to Amazonian 
towns, his sales women exchange 
the barter products for money and 
then pay Avon. 

As a result, today in Brazil the 
Avon name may be known in places 
where even the usually ubiquitous 
Coke has not penetrated. 

Serodio explains: “There is a 
cosmetics market everywhere, 
however peripheral the place. 
Cosmetics are not superfluous 
products, but a necessary part of 
a woman feeling good and bong 
accepted by society.” 

He points out that, when Avon 
opened a sales office in the poor 
north-eastern state of Rahia in 1970 , 
analysts riaimpri that the local per 
capita income was too low for the 
purchase of cosmetics. 

Yet the Sdo Paulo factory was 
soon filling truck loads of products 
bound for the interior of the state 
- (me of the poorest parts of the 
continent 

Serodio says: “1 didn't believe 
it It countered all my training as 
an economist So I went there and 
I found all these really poor people 
living in mud shaftka yet buying 
cologne in crystal bottles. 

“It turned out that they saw them 
as a status symbol." 





As he dosed the door behind him and stewed into the street, the 
bomb exploded. We collected him after his discharge from hospital. 
A bomb can do a lot of damage in a narrow Belfast street where 

^and women to look after and there are morestfllon the waiting 

Bst. Please do help. Wb have need of 
every penny urgently. 
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LORD f S TAVERNERS 

An Exciting Driving 
Experience 

Join the Lord’s Taverners and 
Vauxhall Motors on Saturday 
June 5th for an unusual and 
exciting driving experience at the 
Millbrook Proving Ground in 
Bedfordshire. Test your driving 
skills over varied and demanding 
terrain including high-speed bowl 
and a cross country track. Full 
hospitality is included with off- 
track activities for non-drivers and 
creche facilities for children. 

TICKETS: Drivers £35.00 
Non Drivers £15.00 
Children Free Entry 

(Funds from the ticket sales 
donated to Lord’s Taverners) 

FOR FURTHER INFORMATION 
CONTACT: 

Millbrook Reservations - 
071413 3171 


COMPANY NOTICES 
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State Bat* of South Australia 

ULS362JO O OJ O OO 
Undated Hauling Rate 
Primary Capital Notes 
Guaranteed by the Treasurer of 

the State of South AusMa 


(ilOTlCE Is MrebyohanthaUhe Nates 
win be redeemed w ft* principal 
amount on 1 am June, 1993 In 
accordance with Condition 5 (c) of 
the Notes- 


John G. Hamey 

General Manager, Global Treasury 
Stale Bank of South Austrafia 
I8th May, 1993 


LEGAL NOTICES 


Noewofrepakremiaf 
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Rnowi Lhotad 

Renewed nurOor 1S08B21. Trerihg vmc 
Th omp can* WorMwkh nre nov o ra Umtad. 
Nature of business: Removals, atorag*. 
transport. Trade dawWoaUon: 26. Oats 
appctaon— at A drnM m B t re Racahera: 7 
U&y 1883. Nans of parson appointing the 
AdmWabaft* Reeekw: Uoyda Bank Pic. 
■fatal AdmMatraBw R s c ak mnr NJVoogfn 
E M a*es pare bolder nos 03» & 7885) 
Address Coopers t Lytaand , PO Ben 262 . 
Orated Hose, 10 Albion Place. IMMono. 
KMME14G0Z 


Do these 
men know 
something 
you don’ t ? 


BEYOND 2000 - A video and publications package to give 
you tomorrow’s information today 

With BEYOND 2000 The Financial Times gives decision 
makers and corporate planners an unprecedented view of 
the future for their businesses, and the capacity to anticipate 
and manage change. 

Interviews with the most powerful figures in the 
information technology industry and with leading 
academics combine to produce a unique intelligence report. 
The package is made up of an authoritative documentary 
programme and two further videos of full-length 
interviews, an illustrated text, interview transcripts and a 
Financial Times industry analysis. It is designed for 
accessibility and case of reference by busy people. 

BEYOND 2000 provides a 
comprehensive vision of the IT 
industry and its impact on every 
business as wc approach and 
reach the new millcnium. It 
blends the insight of the 
futurologist with the profit- 
driven pragmatism of global 
business leaders. 




Bain & Company 


Lotus 


TV Tmn k gjotefcl to Ban St Company and Lotus Dwdupium Cotporaaon far 

their support towards (be unking; of this programme, produced by Financial Times 
TdovUco and The Bolt Partneobip. 



BEYOND 2000 


Claris Piatt - iii-wtni I’lnUml 

Arm Peuzias - atat 

/Urine Fajimare - TohInIm 

Nicholas JVegroponte -Tb* Mn&i idmaim, MIT 

Craig Barrett - inu-i 

lain VaUauee - irr 

Sung Knots Pork - OnnniTi-lniuii 

John Landry - Uib 

Scott M eNealy — Sim MiiimfWrlilt 

Carlo de Benedetti - Olinili 


Dennis Patrick - Thu*- Wiinvr Trlnm»> 

St e v e n Oar I man - Hh^k-. S|*hv 8 c Triniw*. s»-*-in 
Bradtey BdtUCS - IVmm-r US Sn»- l^mnim-iv 
Or James Martin - Jiiiim. Mi in ii i licij'lii 

Prof Ken Sakamuru - ithKi-nii 
Stan Miranda - Unin a Cuminim 
Steve BaUmer — MirnMoli 
James Unrvth - Unisys 


Mare Perot — CrtH-nil Mupt- 
KazvsMJto IVisM - ascii 


John SeuUey - a m a- 

these and other iuflneutiat world leaders 
in business, industry and teehnologg give 
as a visionary in sig ht into the future. 
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rah am Moore started 
working on converting 
Leipzig in east Germany 
from manufactured, dirty 
town gas to natural gas 25 years to 
the day after he began the process 
in Burton-on-Trent in the UK. 

While it took four years to con- 
vert Britain to North Sea gas, 
Moore hopes that, by next year, he 
and teams of British Gas engineers 
working with west German energy 
companies will have finished con- 
verting east Germany to natural gas 
from Russia. 

"We had more information about 
our customers when we started the 
conversion in the UK than we have 
here now," says Moore, who is a 
director of two regional distribution 
companies in east Germany: Gas- 
versorgtmg Sachsen- Anhalt (GSA) 
and Gasversorgung Leipzig (GvL). 
"We need to do 10 years' worth of 
improvements here in two years." 

British Gas engineers are helping 
to extend the east German gas grid 
into rural outposts, while market- 
ing colleagues try to convince east 
German distribution companies to 
adopt a friendlier approach to cus- 
tomers . 

British Gas has won 25 new con- 
tracts to revamp the east German 
gas business this year following its 
acquisition of stakes in the two dis- 
tribution companies two years ago. 
Along with west German energy 
partners, British Gas has ran the 
two distributors since they were pri- 
vatised by the Treuhand agency. 

British Gas has invested DMTOm 
(£28. 4m) developing the two gas 
companies and plans a further 
DM30m until 1997. Its German sub- 
sidiary expects a turnover of 
DM 30m this year - double last 
year’s level of DM12.5m - and 
wants 50 per cent growth next year. 

A priority for the distribution 
companies is to update the local gas 
grid so that natural gas from Russia 
and elsewhere can be carried to 
replace the manufactured town gas. 
British Gas has also taken a strate- 
gic 5 per cent stake in Verbundnetz- 
gas, the east German gas transit 
company which carries Russian gas 
to local distribution companies. 

Moore's experience of converting 
the UK to natural gas is vital in 
setting targets and priorities for the 
east German companies. British 
Gas has introduced computer tech- 
nology that helps with the planning 
of gas networks and pipeline routes. 
This helps estimate the costs for a 
specific project. 

One of the main tasks of western 
managers in the east German gas 
companies is to establish priorities. 
"We’ve got to decide where we're 
going and how to get there. We 
agree that conversion from town 
gas comes first, and then we work 
on extending the network," Moore 
says. 

The company plans to complete 



By next year, British Gas engineers working with west german companies wflt have conv e rted east Germany to natural gas 


Modern methods 


in the pipeline 


British Gas engineers are revolutionising east German 
home energy provision, writes Deborah Hargreaves 


conversion to natural gas by the 
middle of next year. Initially, the 
utilities expected the conversion 
process to bake until 1996, but the 
better organisation and focus that 
has come with western planning 
methods has meant it can be com- 
pleted two years earlier. 

A system of cost-accounting - 
highlighting for managers where 
they are spending money and where 
they need to cut costs - has helped 
east German companies target their 
investment Once projects get under 
way, British Gas can offer the cost- 
saving technology it has used on 
s imilar work in the UK. The com- 
pany is also using its swage-lining 
process for plugging leaks in the 
cast-iron old pipes - lining the old 
ones with a plastic skin without 
taking the pipes out of the ground. 

UK contracting companies, such 
as Steve Vick, are moving into Ger- 
many to cany out work for British 
Gas. Steve Vick is using a rotamole 
system of boring underground to 
lay gas pipes, which is cheaper and 
quicker than digging up roads and 
causes less upheaval. 


British Gas has also developed 
technical improvements to the way 
it digs trenches for laying pipe. 
With equipment such as a rock- 
wheel, mole-plough and chain tren- 
cher, the company has speeded up 
its trenching operations. The rock 
wheel which has teeth that dig into 
the road surface, can lay pipes at up 
to 200 metres in an hour. 

The company’s efforts to link new 
parts of east Germany to the gas 
grid are being rapidly outstripped 
by demand. Moore explains how 
British Gas is able to tap into a vast 
unsatisfied demand for gas supply, 
adding around 15,000 new custom- 
ers a year and converting 125,000 
customers to natural gas last year. 

"The inquiry level is unprece- 
dented, especially compared with 
the UK, where we have to give up 
market share.” British Gas is being 
forced by its regulators to shed part 
of its market in the UK to encour- 
age the development of competition. 

The company has tried to win 
new customers by overhauling the 
east German approach to customer 
service. One of the hardest tasks 


has been to convince their east Ger- 
man colleagues that customers 
have a right to know what the com- 
panies are planning to do and when. 

"Fart of our marketing drive has 
been to create a positive image for 
natural gas by stressing its environ- 
mental advantages over town gas 
and brown coal." says Paul Rober- 
ton, planning manager of distribu- 
tion and transmission at GSA. 

Natural gas is cheaper for cus- 
tomers who use it for heating, but 
slightly more expensive for those 
using it just for cooking: But there 
is a high degree of awareness about 
the environment in east Germany 
and a lot of interest in environmen- 
tally friendly products. 

"Before, all the east Germans 
could do was to fend off demand for 
gas - you could only get a supply 
by queueing at the energy ministry 
for hours and proving you had spe- 
cial needs, such as lots of children, 
or worked shifts." says Moore. “Cus- 
tomers are amazed to see us coining 
to their villages with a mobile office 
and information packs about what 
we're going to do and when." 


Kevin Brown looks at an 
may have a solution to a three-dim 


ay nave a suiuuun w » 

A different angle on 
an old problem 


I n the arcane world of imaging 
techniques, there is no short- 
age of researchers trying to 
crack the problem of producing 
three-dimensional Images which 
can be seen on a fiat screen with- 
out the aid of special glasses or 
visors. 

Most of the big electronics com- 
panies have investigated the prob- 
lem and several techniques are 
being developed. AH share a cru- 
cial problem, however - file Image 
disappears or is impaired if the 
observer changes position. 

The “sweet spot" problem 
restricts the potential of such 
systems to single-user applications 
such as co m put er -aided design, in 
which the screen is viewed from a 
consistent angle by an operator 
who does not move around. 

So for, the challenge of develop- 
ing a three-dimensional system 
which can be viewed from any 
angle in front of the scram and, 
therefore, by large numbers of 
people watching from different 
angles, has defeated all comers. 
However, a small Australian com- 
pany called Trutan has produced a 
potential solution which is 
regarded as promising by imaging 
experts at IBM, the US computer 
company. 

Trutan is an unlikely source of 
technological innovation. The 
company is a joint venture 
between Arnotts, an Australian 
biscuit company, and Bicekn, a 
family company controlled by 
Donald Martin, a Sydney business- 
man. 

In true inventor style, most of 
the development work has been 
carried out in a couple of cramped 
rooms on an Industrial estate in 
suburban Sydney by Martin and 
Bjorn Qlsson, a Swedish-born film 
technician. 

Neither has a background in 
imaging technology, although 
Martin stresses that some of the 
technical work was carried out by 
academic researchers at universi- 
ties in Cambridge. Melbourne and 
Brisbane. 

Martin says he stumbled across 
the three-dimensional imagery 
system almost by accident while 
frying to develop a large-scale pro- 
jection system for use by Arnotts 


in the fcimi of entertainment simu- 
lators now appearing in suburban 


shopping malls. 

So Ear, only one prototype has 
been constructed and that suffers 
from technical defects - princi- 
pally a lack of brightness - which 
make the image appear dull and 
slightly fuzzy. Yet Imaging 
experts who have seen the proto- 
type have been impressed by its 
potential. James Lipscombs, an 
IBM researcher who specialises in 
stereoscopic imaging, says its 
defects are minor and easily 
solved. 

Martin says his research into 
visorless, three-dimensional sug- 
gests that most researchers since 
tiie war have concluded that the 
idea was "about as feasible as per- 
petual motion". But a post-war 
French researcher called Francois 
Savoie invented a mechanical con- 
traption called a cyclostereoscope 


In true inventor style, 
most of the work has 
been done in a couple 
of cramped rooms on 
an Industrial estate 
in suburban Sydney 


which produced partial 
three-dimensional images over a 
small angle of view. 

Savoie’s machine consists of a 
vertical axle with a wheel at each 
end and a series of vertical strips 
fixed to the rims of the wheel. A 
■rami) screen is placed inside the 
ring of strips, on to which a pair 
of slide projectors project separate 
Mt and right images. The photo- 
graphs have to be taken with a 
double lens camera - not in itself 
a technical problem. 

When the machine is rotated, 
the vertical strips form a moving 
grid in front of the screen which 
separates the image into alternate 
left and right images, replicating 
normal stereoscopic vision. Mar- 
tin's “improved" version of the 
cyclostereoscope prodnees a 
three-dimensional image with a 
near 150-degree angle of view. 
However, the image is weak, and 


is distorted by the 

which remains visible m front of 

the screen. _ , ____ 

This problem is reduced when 
the image is viewed on a flat- 
screen computer monitor situated 
behind a liquid crystal display 
screen - effectively an electronic 
version of the cyclostereoscope. 
The computer is programmed to 
display left and right views of 
slides in segments which are 
viewed through a series of oscillat- 
ing parallel bars on the LCD 
screen which match the segments 
on the computer monitor. 

The LCD grid oscillates at a rate 
which it invisible to the 

observer while directing th e left 
and right images to the correct 
eyes, producing the 
three-dimensional illusion. It does 
work, at least with static images. 
Martin claims the system could be 
adapted for use in broadcasting. 

However, the company says the 
technical limitations of the pres- 
ent video standard impose prob- 
lems that are impossible to over- 
come - chiefly, a noticeable 
flicker caused by the frame rate 
(the speed at which image frames 
succeed each other on screen). 
This happens because of difficul- 
ties in blending the left and right 
images and the oscillating grid 
when the image changes. Research 
indicates that even high-definition 


television systems, which use a 
higher frame rate than eaasfbK 
broadcasting systems, would suf- 
fer from some degree of flicker. 

Two possible solutions have 
been identified: restricting the sys- 
tem to specialised, custom-made 
units with frame rates at least 
double the existing standard; and 
developing a special monitor 
incorporating the LCD grid in the 
screen. 

In the meantime, the company 
cl aims several Australian compa- 
nies are investigating possible 
industrial applications for the sys- 
tem, such as remote control of 
mining vehicles in dangerous 
areas. 

However, Martin says the short- 
age of development capital in Aus- 
tralia means the technology Is 
likely to be sold to an overseas 
company for Anther development 
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ISTANBUL 


Make a 
point of it. 
With 

Turkish Airlines. 



PEOPLE 


Boleat’s pro-active stance for the insurers 


For centuries, Istanbul was the 
centre of ancient civilisation. And today 
it's easy to see why. Although much has 
changed, Istanbul is still very central when 
travelling to the Middle Cast or to Asia. And 
quite possibly very central to the enjoyment of 
your trip as well. 

Especially on Turkish Airlines. 

You'll have the comfort of our 
modem fleet of planes which offer 
you extra leg room and wide 
Business Cass seating. 

Add to this our warm Turkish 
hospitality, and you just may And 
yourself thinking we're an important 
centre of modem civilisation too. 


Mark Boleat, (left) who has 
won plaudits throughout the 
industry during his seven 
years as director-general of 
The Building Societies Associa- 
tion, will be lending his voice, 
from August, to an entirely dif- 
ferent industry as director gen- 
eral of the Association of Brit- 
ish Insurers. 

He says that after 20 years at 
the BSA he felt it was time to 
move on, the attraction of the 
ABI being that it represented 
an opportunity to speak for “a 
more complex Industry” and to 
wield a budget six times as 
large. 

“I didn't want to be stuck 
being known as someone who 
can do one thing only" 
remarks Boleat, who has in the 
past been assumed to harbour 
national political ambitions. 

Indicating that it wanted a 
fresh approach to try and put 
behind it a string of public 
relations disasters, the ABI 
engaged headhunters to find 
its first director general. Boleat 
explains "they want a much 
more pro-active stance, with 
the ability to anticipate devel- 
opments a bit more, rather 


\ 



than just being responsive”. 

Mike Jones, who joined the 
Life Officers' Association in 
1968 and who has been chief 
executive of the ABI since 1987, 
says he is leaving, “looking for 
fresh woods and pastures 
new.” 

Boleat 44, reckons his big- 
gest achievement at the BSA 
and the Council of Mortgage 


Lenders, of which he has been 
director general since 1989, has 
been “to help make it the most 
effective trade body in the 
financial services Industry". 
“We have helped to create the 
right regulatory ami prudential 
framework for building societ- 
ies. It is remarkable that 
despite {the problems in the 
housing market] the societies 


have come through a bit bat- 
tered, but intact” Analysts 
said that, while he could 
appear arrogant, he had 
"worked like a dog for the 
industry". 

“There are a huge number of 
regulatory issues, many of 
which wiB be identical at the 
ABI, notably the establishment 
of the Personal Investment 
Authority” Boleat adds. At thetfl 
same time, he acknowledges 
that the interests of the 450 
members are much more 
diverse, with general and life 
companies often having 
directly contradictory agendas. 

In his new role he may also 
find himself doing public battle 
- where the interests of insur- 
ers and building societies 
diverge - with his former col-# 
league Adrian Coles (right) ’ 
who steps up from the position 
of head of external relations to 
succeed him at both the BSA 
and the CML. Coles has 
already won himself p lent y of 
friends - “quieter but with an 
intellectual credibility second 
to none” was the comment of 
John Wrigles worth, housing 
analyst at UBS. 
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NEW HORIZONS IN COMFORT 


John Jackson, operations 
director of the Body Shop, the 
natural toiletries and cosmet- 
ics group, has left the company 
after five years. 

The company said yesterday 
there was "no drama and curi- 
osity” in his resignation, which 
did not result from any dis- 
agreement It said Jackson felt 
he had achieved all he could 
with the company, and was 
looking for new challenges, 
perhaps in the shape of a chief 
executive's position - a post 
that is not vacant at Body 
Shop. Jackson was not avail- 
able for comment 
Jackson joined Body Shop 
from Chesebrough Pond's, the 
cosmetics subsidiary of Uni- 
lever. in 1988. He has been 
closely involved with the reor- 
ganisation of the Body Shop 
into seven distinct divisions - 
comprising UK, US and world- 
wide retailing, and the compa- 
ny’s production and warehouse 
operations, soapworks, 
make-up and cosmetics divi- 
sions - which was completed 
last autumn. Body Shop said 
Jackson would continue to 
work with chairman Gordon 
Roddick on the Big Issue, the 
magazine whose proceeds go 
towards helping the homeless. 


.headlines with his critique of 
prime minister John Major's 
performance, is going onto the 
board of International Business 
Communications as a non-exec- 
utive director. 

EBC, which runs conferences 
and publishes newsletters, saw 
its shares dive to 1.6p at the 
end of 1990. "We are quite 
pleased that the price has now 
climbed to 8‘Ap” says chief 
executive Peter Rigby. 

But wiiy should Lord Rees- 
Mogg, who sits on the board of 
GEC, be interested? “He r ims 
his own newsletter [Strategic 
Investment]” Rigby replies 
"and he takes an interest in 
newsletter subscription pub- 
lishing”. 

IBC's chair man was Sir Roy 
Watts, the former chairman of 
Thames Water who died sud- 
denly last month. The com- 
pany says it is looking for a 
new chairman, but that Rigby 
will assume the position tem- 
porarily. 


■ Lord Rees-Mogg, editor of 
The Times between 1967-1981 
and recently malting his own 


■ David Gib hard, previously 
commercial director of SOUTH 
WALES ELECTRICTY, is to 
become operations director. He 
will be succeeded by Michael 
Mackey, who was power sup- 
plies manager. 

Byron Samuel, the current 
operations director, is retiring 
at the end of July. 


Financial Moves 


Brian Pearse, chief executive 
of Midland Bank, yesterday 
became the President of the 
Chartered Institute of Bankers. 
Pearse succeeds Sir Jeremy 
Morse, who recently retired as 
chairman of Lloyds Rawfr 

Pearse has spent most of his 
43-year banking career at Bar- 
clays, before moving to Mid- 
land in March 1991. He has 
overseen M idlan d 's merger last 
year with HSBC Holdings, par- 
ent of Hongkong Bank. 

The Chartered Institute is in 
the process of merging with 
the Chartered Building Societ- 
ies Institute. 

■ Tamaki Tsuchiya, formerly 
head of capital markets trading 
in Tokyo, has been appointed 
chief executive of SANWA 
international in succes- 
sion to Shuzo Aral who is 
returning to Tokyo. 

■ Steve Caines, Bill Stoops, 
Andrfi Marini and Geoffrey 
Barker have been appointed 
directors of BARING SECURI- 
TIES GROUP. 

■ Gustav-Friedrich Prlnz zu 
Salm-Horstmar, a former md of 
Chase Investment Bank, has 
been appointed executive direc- 

P ri ?r l 5!!j f th « London 
branch of BANK von ERNST & 
Co. 

Toshio Morikawa, formerly 
deputy president, is to become 


president of SUMITOMO 
BANK Ltd; Sotoo TatsnmJ, for- 
merly president, becomes 
chairman and director. 

■ Lynn Dukes is promoted to 
chief executive operations 
finance of BZW. 

■ Luke Ponsonby, Robert 
Pickering and Charles Bishop 
have been appointed portnejdpi 
of CAZENOVE & Co. 

■ Javier Salaverri has been 
appointed a director of J 
HENRY SCHRODER WAGG & 
Co: he moves from Banco Cen- 
tral Huspano. 

■ Heinrich Gattlneau has 
been appointed an md of TRIN- 
KAUS MONTAGU, the joint 
venture between Trinkaus & 
Burkhardt and Samuel Mont- 
agu. 

fhS” Barker ’ deputy group 
cmef executive, has been 
JPPbfoted a vice-chairman of 
™WOR T BENSON 
GROUP; Rab Harley, head of 
jJPerations, is appointed to the 

■ Mictoel Sweeney, director of 
we capital markets division, 

been appointed head of 
^^uLondon for BANK* 

■ Michael Clarke been 
appointed joint general man- 
?*® r ^- th responsibility for 
mternahonal finance and syn* 
dirations at FUJI BANK in 

He was previously 
assistant general manager. 
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Ci nema/Stephen AmiHnr. 

A cut in the 


wrong direction 


W hen it was first 
released in 1989, The 
Abyss was a half hour 
w _. awa y from being a 
^7 s ? ong movie indeed. Its writer 
2* James CW<£ 

Stems to have realised something 

X2. ^ ^ garnered from making 
2 t0 have the movie 
jjjeased in a Special Edition, or 
““Actor's Cut The idea is that the 
decision of his studio's marketing 
people to alter the film to makeit 
more audience friendly is thereby 
reversed Unfortunately, Cameron's 


the ABYSS: SPECIAL 
EDITION (12) 
James Cameron 


NOWHERE TO RUN (15) 
Robert Harmon 


PASSENGER 57 (15) 
Kevin Hooks 


I WAS ON MARS (15) 
Dani Levy 


'to 

w final version is a half hour longer 
than the original, when what the 
film always needed was to be a half 
hour shorter. 

For those who missed it in its 
first incarnation, The Abyss por- 
trays a group of likable redneck 
divers whose underwater oil rig is 
commandeered by the US Navy to 
rescue a sunken a nuclear sub. Mat- 
ters are complicated by the frau gh t 
marital relationship between the 
chief divers (Ed Harris and Mary 
Elizabeth Mastrantonio), the insan- 
ity of the Navy commander (Mich- 
ael Biehn), a looming hur rican e, 
„ encroaching Russians and, finall y, a 
11 colony of underwater aliens. It was 
the last ingredient that ruined the 
recipe the first tfma around, trans- 
forming what might have been a 
taut, sweaty adventure flick into 
ludicrous fantasy feature. 

Unfortunately, Cameron's new 
version expands on this very aspect 
of the film, further padding out his 


* 


picture with a tendentious morality 
play in which World War in is 
averted by these squishy ETs when 
mey unleash giant ts unami^ on the 
f“Pe r Powers to make them put 
their nuclear weapons away. The 
restating blend of dated and sim- 
plistic Cold War politics, over- 
whelming special effects and senti- 
mentality thoroughly undermines 
the two hours of skillful action and 
suspense that preceded it, forcing 
one into the rather alarming conclu- 
sion that those chop-happy studio 
executives mig ht not be so purblind 
after all. 

Cameron’s special edition aiw 
calls into question the whole recent 
trend of Director's Cuts, which, 
with the exception of last year's 
restored Blade Runner, seem to be 
little more than yet another way 
Hollywood is trying to have its cake 
and eat it too. After all, filmmaking 
is a collaborative process. What 
does the future hold - Actor’s Cuts? 
Cinematographer’s Cuts? The only 
thing you can be sure of is that the 
studios and the producers will cer- 
tainly be getting their cuts, both 
times around. 

If there were such a thing as an 
Audience Cut, Nowhere to Run 
would be five minutes long. One 
minute for the amount of time 
Rosanna Arquette spends naked, 
the other four devoted to Jean- 
Claude Van Damme as he ruptures 
the spleens and deviates the sep- 
turns of various baddies with his 
vaunted martial arts. As for the 
remainder of the film , it is hard to 
see who the makers had mind as 
potential viewers when they con- 
signed it to celluloid. 

The plot, such as it is, has Van 
Damme playing an escaped con who 
holes up on the farm belonging to a 
noble widow (Arquette) being 
threatened by greedy real estate 
developers. After the obligatory 
rocky start to their relationship, 
Van Damme and Arquette soon fell 
into the sack and then join forces to 
see off the bad guys. 

Nowhere to Run is the latest step 
in the effort to domesticate the Bel- 
gian Bruiser. As such, it is a 



Opera/ Andrew Clements 

The Makropoulos 

Case 


Not so special: scene from James Cameron’s ‘The Abyss’ 


resounding failure. Unlike 
Schwarzenegger or Willis, Van 
Damme is utterly lacking in cha- 
risma, his bland stoicism failing to 
suggest anything other than, well, 
bland stoicism. He is unable to 
humanise his macho antics with the 
sort of self-deprecating wit needed 
to break free of the straight-to- video 
category. To makes matters worse, 
his toned down and surprising lack- 
lustre fighting here should prove a 
disappointment to his regular core 
of fens. And as for Arquette, it is 
sad to see this once promising act- 
ress reduced to playing little more 
than b£arnaise sauce to Van 
Damme’s slab of beef. 

It is easy to see why a video star 
wants to go upmarket What is 
harder to figure out is why the fine 
film actor Wesley Snipes wants to 
travel in the opposite direction. 
After a series of roles that put him 
well on the way to becoming one of 
the most popular black leading men 
of all time, Snipes finds himself up 
in the air in Passenger 57, a hack- 


neyed action movie that might have 
given even Van Damme pause. 

The story has Snipes playing a 
former cop turned airline security 
consultant who locks horns with a 
"sophisticated British aristocrat” 
(Bruce Payne) who also happens to 
be a lunatic with a penchant for 
blowing up 747s. What results is so 
laughably ill-conceived that you 
keep an expecting Snipes's agent to 
burst out of one of the hijacked 
plane's toilets and force the whole 
thing to make an emergency land - 
ing. Unfortunately, it keeps on 
ping right up to the bloody finale, 
in which, ironically, Snipes fights 
with far more aplomb that the new 
model Van Damme. 

I Was on Mars is the story of 
Silva (Maria Schrader), a young Pol- 
ish woman who arrives in New 
York with plenty of dollars but 
apparently little in the way of moti- 
vation or common sense. She wan- 
ders aimlessly about the city for a 
few days, only to be relieved of her 
cash by Alio (Dani Levy), a slick 


con man with a line of patter only 
someone fresh off the boat could 
buy. Not one to take this sort of 
thing lying down, Silva decides to 
pursue Alio, soon involving herself 
in his bizarre existence and exact- 
ing a subtle yet tailing revenge. 

Fans of Stronger Than Paradise 
and Johnny Suede will find them- 
selves on familiar turf here, though 
the film lacks the bizarre sublimity 
of those two efforts. Director Levy 
has a wonderful eye for detail - 
Silva carries an iron in her brief- 
case but only one change of clothes, 
while Alio gamiahaa his cocktails 
with Twinkles. And Schrader's 
Silva is a memorable creation, a 
woman who uses passivity as a 
weapon more effective than any- 
thing the men she finds herself 
among can employ. But the film 
fails to establish a consistent comic 
pitch, undermining its fine observa- 
tion and characterisation with an 
unevenness worsened by tendency 
to indulge in weirdness for its own 
sake. 


Cabaret theatre/Antony Thomcroft 

Mounted in the 
Garden 


"Mounted in the Garden" could 
only mean that Kit and the Widow, 
that most scurrilous of double acts, 
have re-tied their how ties, ironed 
their tails, and assembled a 
melange of songs, old and new, to 
subvert the nation. It is the perfect 
late nipt entertainment at the Don- 
mar Warehouse and places a sub- 
stantial whoopie cushion under the 
worthy Covent Garden Festival. 

Over the years the relationship 
between the two has shifted. Kit 
(Hesketh-Harvey) is still the 
masterful head prefect, but 
marriage has exposed a softer side, 
- adding to the repertoire not only a 
double edged love song, but also a 
nursery lullaby, an ABC of African 
animals. The Widow (Richard 
Sisson) still looks like a Victorian 
curate with flatulence but he now 
occasionally leaves the piano stool 
to tell, with studied diffidence, 
risqu§ jokes. 

The basics stay the same - 
Li. mordantly witty songs, performed 
W with camp bitchiness. Thankfully 
some of the old faithfuls are 
retained - the old queens having a 
furious row on the way to 
Glyndebourne; the hundreds of 
Norwegians doomed to travel for 


ever on the Bakerloo Line with Peer 
Gynt; Kit resolutely refusing to get 
into bed with Madonna. 

But the poisoned pen has moved 
with the times. Let's hope the 
Queen never gets to hear "Cheer 
Up. Marm^. fit could convince ha - to 
call the whole thing off. There is 
also one of those cabaret songs that 
hark back to Duggie Byng and 
pre-War supper dub days, “Geoffrey 
Porlock the Warlock", whose 
Wednesday evenings at Datchett 
near Slough sound decidedly messy. 

What is remarkable about Kit and 
the Widow is that they manage to 
insult all the totems of their fens 
aid leave them desperate for more 
abuse. The City types bay loudest at 
the pastiche of the Eton Boating 
Song which finds them dangling in 
the Old Bailey on fraud charges; the 
Sondheim freaks accept the total 
demolition of their god with well 
controlled hysterics. Kit is so much 
one of us, when he forgets to be cam 
of them, that he provides the 
perfect escape for subversive 
thoughts. It may well be forgotten 
in the cool night air but for an hour 
or so we have smashed the 
Establishment and had a smas h ing 
time, too. 


London Jazz Festival/Garry Booth 

Music for the thinking man 


There was a time when jazz music 
was easily identified by its instru- 
mentation, syncopation or its nervy 
improvisation. But contemporary 
music has become harder to label 
and today's Vein diagram of jazz 
contains a perplexing number and 
diversity of sets. From hiphop to 
hardcore and new music to world 
music, everybody wants a piece of 
jam and jazz wants a bit of every- 
body else. But if the argument over 
whether the interchange dilutes or 
strengthens the jazz tradition is 
long and circular as an Evan Parker 
soprano solo, what is certain is that 
festival programmers have an ever 
widening spectrum of possibilities 
from which to choose. 

The London Jazz Festival, which 
winds down this weekend, has 
ranged from scientific abstraction 
to the loping riddsm of reggae via 
explosive fusion and the effing and 
blinding of rap. Yet one of the high- 
points of the week has been pro- 
vided by the (rare) appearance of 
jazz music’s master of understate- 
ment, US guitarist Jim Hall. Ever 
the thinking musician's guitarist. 
Hall has achieved a modest cult fol- 
lowing for his quiet communion 
with pianist Bill Evans, clarinettist 
Paul Desmond and the swaying 
reeds of Jimmy Giuffre. 

Joined on the altar of Islington's 
Union Chapel by the choice chords 


of pianist Larry Goldings, Hall 
unfolded a succession of exquisitely 
fragile arrangements that bound 
together beautifully with the mini- 
mum volume. "This next one,” he 
said to the sound of pins dropping, 
“is a stretched out blues with some 
fonny notes in it” So subdued and 
spacious was Hall's delivery that 
applause for delicacies like “Some 
Day” and “My Funny Valentine” 
seemed intrusive. His more swing- 
ing originals featured devastating 
technique and razor rhythm deliv- 
ered with similar nonchalan ce. 

In stark contrast to Jim Hall's 
effortless enchantment of his audi- 
ence, pouting Brazilian salsa queen 
Tania Biaria put a great deal of 
energy into dissipating the electric- 
ity generated by an excitable crowd 
at The Forum in Kentish Town the 
following night. Somewhat exposed 
at the keyboards (electric and 
acoustic) in a trio alongside bassist 
Eddie Gomez and percussionist Don 
Alias, Maria’s hamfisted attempts at 
crowd control were enervating. An 
early attempt to enjoin the party 
crowd in a clapalong session failed 
when it became clear that Maria 
herself was unsure of the time sig- 
nature. Poor Gomez and Alias stuck 
doggedly to their groove as Maria 
splintered chords and wailed hid- 
eously into the wraparound mike. 
At the controls of a large and fast 


moving hand, Maria’s fiery fusion of 
Brazilian dance music and jazz can 
be exhilarating, uncut it is more 
like salsa helL 


The four trombones (one a bass), 
three trumpets and various reeds of 
John Surman’s Brass Project pro- 
vide the perfect antidote to this sort 
of nonsense. Kicked along by a 
feisty rhythm section and all over- 
seen by director John Warren, Sur- 
man's swooping bass and alto clari- 
nets, soprano and baritone 
saxophones front a uniquely 
E nglish and folky form of big band 
jazz. But Warren's compositions, 
most of them new and premiered at 
the Lilian Baylis Theatre, packed in 
well sprung Ellingtonian themes, 
choral and classical sentiment 
rounded off with an extraordinary 
arrangement based on the music 
hall refrain “My old man said follow 
the van . . Surman’s own soloing 
goes from strength to strength. His 
spiralling soprano helped by a delay 
button was hypnotic, the danci n g 
baritone set against ostinam brass 
uplifting. The concert will be broad- 
cast on Radio 3 on June 5. 


Sponsors: The London Boroughs of 
Camden, Islington and Hackney; 
The London Arts Board; London 
Boroughs Grant Committee; and 
the training and enterprise council 


David Pountney's staging of The 
Makropoulos Case seems to have 
been in the repertory of one or 
other of the British companies ever 
since it was first seen in Glasgow 12 
years ago. It has come back to Scot- 
tish Opera now to end the compa- 
ny's season. Sally May has directed 
the revival John Mauceri conducts 
his last show as Music Director. A 
production that was for so long 
dominated by Josephine BarstoWs 
Emilia Marty now has Kathryn Har- 
ries In the central role, and It is she 
who finally makes the evening a 
truly memorable one. 

Certainly the early indications 
were not auspicious. There is some- 
thing rather tired-looking now 
about Maria Bjdrnson’s designs, 
which conceptually seem already to 
have been consigned to a departed 
age of opera production, though 
whether that feeling is fuelled by 
nostalgia or hard-headed realism is 
difficult to determine. In the open- 
ing scenes too the show itself 
seemed rather over extended, as if 
this were one revival too far, it took 
a while for the direction to establish 
itself, for the playing to cohere and 
for what turned out eventually to 
be some very well observed charac- 
terisations to make themselves felt. 

Most surprising was Mauceri’s 
lack of assertiveness in the first act 
The orchestral playing sounded ten- 
tative, only hang in g on to Jand&ek’s 
exposed lines by the skin of their 
teeth. It was not until the conductor 
began to relish the tendrils of 
Straussian lyricism which buoy up 
the confrontation between Emilia 
and Pros at the climax of the sec- 
ond act that his part in the perfor- 
mance began to matter; from there 
to the end of the opera he provided 
a surging, vivid orchestral canvas. 

Ms Harries too only gradually 
took charge. She certainly needed 
to pace herself for the challenge of 
the last act, but nevertheless 


seemed rather reticent through 
much of the first, often masked by 
the orchestra (which, a sign of inse- 
curity perhaps, was consistently too 
loud) and swallowing her words. 
Thereafter she was transformed, 
wonderfully vivid in the sharpfire 
exchanges of the second, ming ling 
flashes of fierce temper with glim- 
mers of the vulnerability that 
would make the final scene deeply 
affecting. 

Instead of the Bars tow hauteur 
Harries offers a feckless disregard 
and an absolute lack of moral cen- 
tre. That is tempered by a sweetly 
turned sense of comedy - wonderful 
drunk acting! - which seems a new 
element in her stage persona. All 
the while the vocal lines gradually 
gain steadily in power and author- 
ity. the tone colour deliciously var- 
ied, and the cruel extremes of the 
last act were all handsomely nego- 
tiated. 

The gallery assembled around 
this fascinating portrayal had then- 
own individual strengths. Nigel 
Robson's bumbling Gregor suffered 
most from the over strenuous 
orchestral playing early on but 
gradually established the character 
in rich detail, Donald Maxwell's 
Pros was authoritatively grasping 
and manipulative from the start, 
with exemplary diction. Nigel Doug- 
las contributed a typical Hauk-Sen- 
dorf, Stephen Bennett a convinc- 
ingly uptight Kolenaty; there a 
nicely turned Dresser from Mar- 
garet Izatt, a usefully gormless 
Janek from Iain Paton. Any Makrty 
poulos production, though, finally 
stands or falls by the strength of its 
E milia Marty, and in this case there 
is no doubt of its success. 


Theatre Royal, Glasgow; farther 
performances May 22, 25, 27; then 
on tour to Aberdeen, Edinburgh 
and Newcastle 


Recital/David Murray 

Von Otter and Tan 


In the Wigmore Hall on Tuesday, 
Anne Sofie von Otter sang Haydn, 
Mozart and Schubert to Melvyn 
Tan's Tortepiano" (a modern copy, 
I think). The hall was packed, of 
course: this young mezzo is nowa- 
days a universal favourite, and Tan 
is the man to persuade us that 
period Lieder - from, say, Schu- 
mann and Loewe back - are best 
accompanied on a period piano. At 
the end, nevertheless, when Miss 
von Otter was cheerfully guying 
both her Haydn encores, the recital 
seemed to have been less than the 
sum of its parts. 

She was in lustrous form. There 
are voices that sound best in the 
Wigmore simply because they do 
not carry as well in larger halls, 
and other, grand-opera ones that 
need to be kept mi a tight leash. 
Von Otter’s is one of the lucky few 
that can sound unstintedly vital 
and vibrant there, and still listener- 
friendly. Her programme culmi- 
nated with Haydn’s "Ariadne on 
Naxos” cantata, which she deliv- 
ered as a towering dramatic scena: 
certainly it bounced off the back 
wafi, and yet it left no bruises on 
the ear. 

Earlier she had delivered Schub- 
ert's “ErlkOnig” with comparable 
force and intensity - though the 
tiny, wheedling voice she adopted 
for the erl-kmg himself was too 
much of a conscious trick. The real 
revelation of that performance was 
owed to Tan: viz. that a “fortepi- 
ano" can do its brilliant utmost 
with Schubert's desperately taxing 
accompaniment, where a pianist 
with a modern grand can never 
afford to let rip for fear of drowning 


out the singer. What that illustrated 
was no quaint, trivial advantage for 
the old-style instrument (such as 
every great song-composer until 
Wolf and Debussy had in his mind’s 
ear), but a serious modern chal- 
lenge. 

- If fearsome problems of balance 
in many Lieder simply evaporate 
when the right kind of piano is in 
play, why should we go on assum- 
ing that for general purposes there 
is no alternative to the 20th-century 
grand? Pianists will say: with the 
big hi-tech instrument, we get subt- 
ler note-by-note control of the 
sounds we make. But before Wolf 
and Debussy, do they need such 
hyper-refined control? 

Von Otter's other best Schubert 
was the little "Romance" from 
Rosamunde, delivered with lovely 
simplicity, along with the Gothic 
narrative of “Der Zwerg" (a newly 
popular rediscovery). Though never 
far below her best, technically she 
slipped more often than she needed 
to - as did Tan. In Mozart she 
scored several near-misses on quick 
springs to high notes, just as Tan 
let his fluent fingers skitter over too 
many of Mozart’s notes, and even 
sometimes the basic beat 

His solo offering. Haydn's A-flat 
Sonata (no. 31. by the Robbins Lon- 
don count), was too bonelessly 
pretty and unstructured to make its 
proper mark, and his rhythmically 
wayward reading of Schubert's “An 
die Musik" was less pointful than 
just fitfuL Though most of his 
accompaniments were brighter than 
that, one had expected more sober 
penetration, and was therefore just 
a little disappointed. 
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Concert Hall Satand 
h Guinga/ 

Orchestra and Concentus 
horns in concert 

Tees of Gluck's Iphfl®"* 
e, with Ellen Shade and 
La Roux. Tues: Claudio 

■onducts Berlin 
,rac Orchestra In 
d Strauss and Mahler (/ 


■ HOME , 

Teatro deT Opera Tues 
nine performances of ^ 

with GhjsJ Devinu, 
and Renato Bruson- 

subject to canceUahon^change 

at short notice (481 7003) 


andOeopatmiRWwrd 

riCiareHiggirehead 

John Caird's RSC 
of Shakespeares ^ 
ive story. Previews begin 


tonight Press night next Wed 
(Barbican 071-638 8891) 

• The Changeling: a Jacobean 
thriller by Mldefleton and Rowley, 
containing the classic ingredients 
of lust murder, madness and sex. 
An RSC production directed by 
Michael Attenborough (The m 
071-638 8891) 

• Juno aid the Paycoclc Gate 
Theatre Dublin's acclaimed 
production of the Sean O'Casey 
otay, starring Anita Reeves and NiaJI 
Buggy. TiH June 19 (Albeiy 071-867 

9 ^ ^The Last Yankee: Arthur Millar's 
new masterwork about a quartet 
of middle Americans troubled by 
material success, in a West End 
transfer of David Thacker's Young 
Vic production (Duke of York s 
071-836 5122) 

• Relative Values: the second 
production of this year's Clwhester 
Festival is Noel CowaTOsdassiC 
comedy of English manners, stamng 
^jaan Hampshire and Sarah 
Brightman. In repertory withShaw’s 

comedy Getting Mamed, with Tony 
Britton and Dorothy Tutin 
(Chichester Festival Theatre 
0243-781312) 

repertory consists of a triple bill 

Sov and Katia HtaaarelH 
ducted by Edward Downes, and 
I* boheme on Mon with 

(071-240 1066) 


Coliseum Tonight Mark Elder 
conducts revival of David 
Pountney's production of Macbeth, 
with Malcolm Donnelly and Kristine 
Cieslnski. Repertory also Includes 
David Aldan' s acclaimed new 
production of Ariodante conducted 
by Nicholas McGegan with Ann 
Murray and Amanda Roocrfot, and 
ii barbiere di SMglia with Della 
Jones (071-836 3161) 

Queen Bizabeth Hall Tomorrow: 
Mark Wlggfesworth conducts first 
of nine performances of David 
Freeman's 1991 Opera Factory 
production of Le nozze cfl Figaro 
(071-928 8800) 

Sac8er*s Wells Tonight, tomorrow, 
Sat: foal performances of 
Nedertands Dans Theater season, 
with choreographies by Naharln, 
Kylian, Lightfbot and others 
(071-278 8916) 


LPO In Schubert. Tues (QEH): 
Esa-Pekka Salonen conducts 
Ensemble InterContemporain in 
works by Weill, Lincfoerg and 
Kalpainen. May 30: Riccando MutJ 
conducts Vienna Philharmonic 
(071-928 8800) 


his music. Tomorrow, Sat, Sun, Tues 
at Teatro della Pergola: four 
Diaghilev ballets starring Carla 
Fracd and other guests. Mon: 

Mikhail Rudy plays piano music 
by Janacek. Next production at 
Teatro Communal e: Carmen, 
opening May 29 (277 9236) 


pairing Nino Rota's ballet La Strada, 
choreographed by Mario Pistoni, 
with a group of contemporary Italian 
choreographies. Daily except Mon 
till May 27 (7200 3744) 


CONCERTS 

Barbican Tonight and Sun: Vladimir 
Feltsman plays Schumann's Piano 
Concerto with LSO conducted by 
Michael fllson Thomas (replacing 
previously advertised appearances 
by Mlcheiangeff). Tomorrow: Franz 
Liszt Chamber Orchestra with piano 
soloist Deszo RankL Sat: Witoki 
LutoslawsM conducts London 
Sinfonietta in 80th birthday concert 
(071-638 8891) 

South Bank Centre Tonight 
Giuseppe Sinopofi conducts 
Philharmonia Orchestra In Mozart, 
Berg and Brahms, with soprano 
Barbara Hendricks. Tomorrow: 
Matthias Bamert conducts LPO in 
music by Faurfi, Frank Martin, Bgar 
and Debussy. Sat Stnopofl conducts 
Strauss and Mahler. Sun afternoon: 
Olfi Mustonen piano racftaL Tues 
and Wed: Bernard Haitink conducts 


■ BERGAMO 
The Festival Pianistico Intemazionale 
di Bresda e Bergamo focuses this 
year on Brahms, Schubert, 
Tchaikovsky and Rakhmaninov. 
Grigori Sokolov plays Brahms’ 
Second Concerto tomorrow at 
Bergamo's Teatro Donizetti with 
Hungarian National Philharmonic 
Orchestra under Adam Fischer, 
repeated on Sat at Brescia's Teatro 
Grande. Gerhard Oppitz gives 
Brahms recitals on Sun at Bergamo 
and Mon at Brescia. The festival 
runs till June 9 (Bergamo: tickets 
248631 /information 240140. Brescia: 
tickets 59448/information 293022) 


■ GENOA 

Teatro Carlo Felice Tomorrow, 
Sun afternoon, next Wed, Fri, Sat 
and Sun: Mascagni's Cavafleria 
Rusticarta and Poulenc's La voix 
humahie, wife alternating casts 
Including Giovarma Casofla as 
Santuzza, Simone Alai mo as Alfio 
and Renata Scotto in the Poulenc. 
Tues: Leo Nucci song recital 
(589329) 


■ BARCELONA 

Gran Teatre del Uceu Tonight 
Jordi Savall conducts first night 
of Gilbert Beta's staging of 
Monteverdi's Orfeo, with a cast 
including Mark Tucker, Jennifer 
Larmore and Alison Browner. 
Repeated May 23, 25, 27, 29, 31 
(412 3532) 

+ Information and booking for 
cultural events available through 
Caixa Catalunya from 08.00 to 14.00 
(310 1212) 


■ MADRID 
Teatro Lirico La Zarzuela Mon: 
Lamberto Garden conducts first 
night of EHJah Mosh insky's 
production of La forza del destine, 
with Carol Vaness. Giuseppe 
Glacomlni, Paolo Gavanelli and 
Carlos Chausson. Repeated May 
27, 29, June 1. 4 (429 8225) 


■ PRAGUE 

PRAGUE SPRING FESTIVAL 
Ferruccio Furianetto sings opera 
arias tonight at Dvorak Hall with 
National Theatre Orchestra 
conducted by Petr Vronsky. 
Tomorrow and Sat afternoon at St 
Vitus Cathedral: Jlri Kout conducts 
Prague Symphony Orchestra and 
Czech Radio Choir in Mahler's 
Eighth Symphony. Tomorrow 
evening In Dvorak Hall: Josef Suk 
violin recital. Sat evening: Vaclav 
Neumann conducts Czech 
Philharmonic Orchestra in works 
by Dvorak and Suk. Sun: Suk 
Chamber Orchestra. Tues: concerts 
by St Paul Chamber Orchestra and 
Prague Philharmonic Choir. Wed: 
Tadeusz Strugala conducts Czech 
Radio Symphony Orchestra in 
Gounod, Tchaikovsky and 
Rakhmaninov. The festival runs till 
June 1 (530293) 


■ FLORENCE 
MAGGIO musicale 
T onight and next Wed at Piccolo 
Teatro, Luciano Berio discusses 


■ MILAN 

Teatro alia Scale Tonight, Sun, 
next Tues and Thurs: James Cordon 
conducts Luca Ronconl's new 
production of Weber’s Oberon, with 
alternating casts inducting Robert 
Gambill, Elizabeth Connell and Ben 
Heppner. Mon: Carta Maria Giufini 
conducts Brahms 1 German Requiem, 
with Lynne Dawson and Andreas 
Schmidt Next Wed: Fedora (7200 
3744) 

Teatro Urico Tonight double bill 


OPERA 

Prague State Opera has LTtsdiana 
In Algeri tonight, Salome tomorrow, 
La traviata on Sat, Tannhtuser on 
Sun, Las Contes d'Hoffmann cm 
Tues and Madama Butterfly on Wed. 
May 29: first night of new 
production of Jenufe (265353). . 
National Theatre repertory includes 
La forza dd destine, RusaJka and 
Don Carlo (205364) 

• Tickets can be ordered from 
abroad through Bohemia Ticket 
International, Salvatorska 6, 11000 
Prague 1 (fax 231 2271) 


ARTS GUIDE 

Monday: Berlin, New York 
and Paris. 

Tuesday: Austria, Belgium, 
Netherlands, Switzerland, 
Chicago, Washington. 
Wednesday: France, Ger- 
many, Scandinavia. 
Thursday: Italy, Spain. 
Athens, London, Prague. 
Friday: Exhibitions Guide. 

European Cable and 
Satellite Business TV 


(All times eve Central Euro- 
pean Time) 

MONDAY TO THURSDAY 
Super Channel: European 
Business Today 0730; 2230 
Monday Super Channel: 
West of Moscow 1230. 
Super Channel: Financial 
Times Reports 0630 
Wednesday Super Chan- 
nel: Financial Times 
Reports 2130 

Thursday Sky News: 

Financial Times Reports 

2030; 0130 

Friday Super Channel: 
European Business Today 
0730; 2230 

Sky News: Financial Times 
Reports 0530 

Saturday Super Channel: 
Financial Times Reports 
0930 

Sky News; West of 
Moscow 1130; 2230 
Sunday Super Channel: 
West of Moscow 1830 
Super Channel: Financial 
Times Reports 1900 
Sky News: West of 
Moscow 0230; 0530 
Sky News: Financial Times 
Reports 1330; 2030 







Flops at the top of 
corporate Germany 


A s no worthwhile com- 
ment on the course of 
the British economy 
can be made before 
today’s unemployment figures, 
I am leaping in to fill this 
space with a more fundamental 
argument: namely why “social- 
ism'’ - in the original sense of 
comprehensive state owner- 
ship and direction of the econ- 
omy - has proved a delusion. 

The most popular argument, 
especially among businessmen, 
is some version of the incen- 
tive argument. Socialism 
would be wonderful, it is sai d , 
but people do not work for ide- 
alist motives and require some- 
thing more tangible. The whole 
avuncular approach is encap- 
sulated in the awful saying: 
“Anyone who is not a socialist 
before 21 has no heart Anyone 
who is stm a socialist after 21 
hag no head.” 

This hind of critique must 
have been heard by genera- 
tions of students: and it makes 
little appeal. It generalises too 
freely about human nature and 
ignores many humdrum types 
of unpaid work, such as rou- 
tine charitable and social 
work, regularly and compe- 
tently performed by thousands. 

The basic argument against 
full-blooded socialism has little 
to do with selfishness. It is that 
without a functioning “capital- 
ist” market even the most 
noble-minded would lack the 
information to go about their 
jobs effectively. 

The reason can be put into a 
few sentences. Efficiency is not 
just a technical concept There 
is an unlimited number of 
ways of producing anything: 
skilled workers with compli- 
cated machines can be 
employed, or unskilled workers 
with simple machines. Should 
word processors or typewriters 
be used, and which type? 
Should desks be of wood or 
steel? Is a head office a good 
idea, or can managers link up 
from their homes? There is no 
end to such questions. 

But without a pricing sys- 
tem, which tells us about the 
relative scarcity of these differ- 
ent inputs, a manager cannot 
begin to act rationally. Nor are 
tbe resulting losses trivial. The 
capital intensive, but wildly 
unsuitable and heavily pollu- 
ting, industrial plants dotted 
about the landscape of eastern 
Europe are testament to the 
costs of an inadequate pricing 
system. 

Although the above critique 
is sometimes called the “prob- 
lem of socialist calculation”, it 
is not a dry accounting matter. 
The price system - by which is 
meant not the rate of inflation 
but relative prices - incorpo- 
rates the dispersed knowledge 


The typical 
west German 
I | senior manager 

/ \ is male, aged 40 

Ok \ to 65, ambi- 
= 0**"**^3 tious, incapable 

Rnrii' of real team ' 
uuun work, insecure 

Review to the point of 

paranoia, 
incompetent and probably cor- 
rupt. So, at least, argues Gun- 
ter Ogger in a book which 
seeks to prove with a wealth of 
anecdote that virtually all top 
German managers are Nieten - 
"flops”. The title translates 
roughly “Flops in pin-stripe 
suits: the twilight of Ger- 
many’s managers." 

it is managerial failure, 
Ogger claims, rather than 
broader macroeconomic trends, 
which lies at the root of Ger- 
many's current economic mal- 
aise. This irreverent argument 
challenges the self-esteem of 
German business leaders who, 
until the present downturn, 
basked in the belief that they, 
more than any other class in 
German society, were responsi- 
ble for the prosperity of the 
federal republic. 

As that prosperity has 
started to look fragile, and Ger- 
many finds itself in its worst 
recession since the second 
world war. Ogger's book has 
captured the mood of tbe 
times. It has become a best 
seller, appealing to the German 
habit of self-excoriation and 
providing a “rogues' gallery" 
of failed business leaders. 

His argument accords with 
:he views expressed by a s mall 
but vociferous band of share- 
nolder activists who have been 
trying to start in Germany the 
kind of debate over “corporate 
governance" which has taken 
place in the UK and the US. 

Whereas the mechanism of 
:he hostile takeover serves to 
punish UK and L’S managers if 
they are slow to deliver 
-hori-lerir. financial perfor- 
mance. their German counter- 
parts insulated from stock- 
market pressure by networks 
cr^ss-holdines and other 
■i*. vices designed to remove 
:r.*r threat of unfriendly take- 

Only very rarely do these 
protection mechanisms fail - 
such as last year when Hoesch 
found itself being taken over 
by the rival steel company 
Krupp. But most big compa- 
nies enjoy shareholder “stabil- 


NIETEN IN 
NADELSTREIFEN 
Deutschlands Manager in 
Zwieiicht 
By Gfinter Ogger 

Droemer Knaur. DM38. 272 pages 


ity” which leaves managers 
free to treat private and insti- 
tutional shareholders as little 
more than an occasional fund- 
raising source. 

Hie system also leaves man- 
agers free to pursue ambitious 
expansion plans without tak- 
ing into account such pedes- 
trian short-term considerations 
as profitability. 

Ogger cites the example of 
Daimler-Benz, Germany's big- 
gest industrial company, where 
annual sales have expanded to 
nearly DMIOObn since Edzard 
Reuter took over as chief exec- 
utive in 1987 - but profits have 
dwindled to an expected 
DMlbn this year. 

“Until 1985, it was the most 
solid, most profitable and best 
managed company in the 
whole of the Federal Republic 
of Germany," he writes, “but 
now Daimler is battling with 
enormous structural problems 
and must lay off staff for the 
first time since the war.” 

Another example is Mannes- 
mann, the engineering group, 
where annual turnover has 
doubled to DM24bn under chief 
executive Werner Dieter, but 
profits have fallen to less than 
half their former levels. 

Such companies provide clas- 
sic examples of hour German 
capitalism has worked. Manag- 
ers are appointed and their 
performance monitored by 
supervisory boards. The two- 
tier board system - which 
divides responsibility between 
the management board, on one 
hand, and the supervisory 
board, on the other - is often 
cited as an important reason 
for Germany’s post-war eco- 
nomic success, worthy of imi- 
tation in the UK and the US. 

But Ogger contends that the 
supervisory board system has 
degenerated into a clique of 
some 200 ageing men working 
together to perpetuate each 
others’ power and perks - a 
“you vote for me and I’ll vote 
for you" influence cartel which 
has failed to prevent poor man- 
agement decisions. 

One consequence is the mis- 
allocation of financial 


resources - one reason why 
the German economy is 
heavily weighted towards mor- 
ibund sectors such as cars and 
capital goods. The successes 
which the German economy 
can claim, Ogger says, are due 
not to managers but to well- 
educated technicians, crafls- 
me n and engineers who build 
good products In spite of 
management. 

Drawing almost exclusively 
on secondary sources. Ogger's 
analysis makes no pretence of 
being fair. It is an entertaining 
harangue which might have 
been fa* lanced by greater atten- 
tion to the failings of the 
Anglo-Saxon system - for 
example, the questionable effi- 
ciency of takeovers as a way of 
dealing with managerial inepti- 
tude. 

It is does not tackle the 
anomaly that, although the 
shareholders are not the first 
priority of management, the ; 
German system can still pro- 
duce superb returns for them. 
Allianz, the giant insurance 
company, pursued a question- 
able expansion policy through- 
out the 1980s and. until 
recently, put little emphasis on 
explaining Itself to institu- 
tional shareholders. Despite 
this strategy, it was the best- 
performing German share over 
the past decade. 

Nor does the book offer any 
compelling solutions to the 
management problems which 
it identifies, beyond citing a 
few truisms imported from US 
management gurus. It sug- 
gests. somewhat forlornly, that 
German companies should try 
to become leaner and fitter and 
German managers more hon- 
ourable and less bureaucratic. 

Sheer commercial and eco- 
nomic pressure, however, is 
forcing German companies to 
find their own solutions. 
Rationalisation has become the 
order of the day, as witnessed i 
by Ferdinand Piech’s tougb 
regime at Volkswagen. Daim- 
ler's recent decision to aban- 
don the holding company 
structure which served as its 
chief anti-takeover device and 
seek a listing on the New York 
Stock Exchange shows that 
managers will have to come 
out from behind the barricades 
if the}* are to have access to 
the world's largest capital pool. 


David Waller 







FINANCIAL TIMES CONFERENCES 


Modernisation of 
Telecommunications in Central 
and Eastern Europe 

- What happens next? 

Berlin, 5 & 6 July 1993 


The political upheavals in Central Europe and the former Soviet Union have opened up enormous opportunities 
for the telecommunications industry. The urgent need to modernise national telecommunications networks has 
created a huge demand for equipment and expertise. 


The Financial Times conference will examine the steps that have already been taken towards modernisation and 
focus on the next stage of development. After the first wave of privatisations and cellular telecommunications 
licences, how will countries in Central and Eastern Europe go about improving infrastructure? 


The distinguished panel of speakers includes: 
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Economic Viewpoint 


‘Socialism’ and 


human nature 


By Samuel Britt an 


of millions of people, which is 
fed into the economic system 
in terms of the prices they are 
prepared to pay for different 
resources - or charge for their 
own inputs. A command econ- 
omy throws this data away. 

The main ori gina tor of this 
informational critique of 
socialism was Ludwig von 
Mises. an Austrian-born econo- 
mist who lived from 1881 to 
1973. But after enjoying a 
vogue in tbe 1930s and 1330s 
Von Mises faded out of the 
view of mains tream econo- 
mists who wrongly believed he 
had been answered. 

A new book makes a compar- 
ison with Karl Marx. Both 
thinkers “combined erudition 
with a combative, frequently 
vituperative style of presenta- 
tion, displaying in their writ- 
ings little patience with critics. 
They each attracted a s m a ll , 
industrious band of dedicated 
disciples prepared to brave - 
and reciprocate - the disdain 
of conventional thinkers." 

This is a passage in From 
Marx to Mises by David Ram- 
say Steele (Open Court, La 
Salle, Illinois). Steele was a 
British Marxist in the 1960s, 
then became a Mises disciple. 
He is now a Chicago publisher 
and more sceptical of both 
teachers but still impressed by 
the “socialist calculation” cri- 
tique. He is thus well qualified 
to summarise the debate and 
put U into perspective. 

The Mises critique does not 
apply to many who call them- 
selves socialist but really 
believe in welfare capitalism. 
Although Mises was opposed to 
this as well his critique, as 
Steele rightly says, fails to 
demolish it. But for most of his 
lifetime, fashionable ideas 
went much further. They 
included the view that factor 
mar kets and financial markets 
could be replaced by conscious 
planning, as in war, and that 
intervention could be made at 
will, for example, by fixing any 
and all prices at any level the 
government chooses 

The easy rejoinder to Mises 
is that full-blooded socialism 
could not be impossible in view 
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of the Soviet Union's 74 years 
of existence. A sympathetic 
reading of Mises is that he 
meant mat rational calculation 
was impossible under social- 
ism. Wca; he really tried to 
disprove was the claim of 
socialism in :rs heyday that it 
would sot only be more just, 
but would also provide at least 
as high a level of welfare. 

Indeed Mises conceded that 
so cialis m might work in a very 
Static society, where tech- 
niques changed little, so that 
the discovery function of the 
price system was unimportant. 
It might also work for ascetics 
not too worried by material 
prosperity. As for the Soviet 
economy: it could function as 
well as it did because it made 
use of the prices established in 
western markets, indeed there 
was 2 late book by Stalin 
urging the comrades to follow 
tbe commodity mar kets more 
cioseiy. 


Eventually, however, revi- 
sionist socialists in the west 
and reform enmmunists in the 
east embraced prices and mar- 
kets. In recent decades most 
students of political economy 
have been taught not to refute 
the Mises critique, but to say 
that socialist economies both 
need and can have functioning 
markets and that ownership is 
irrelevant. The approved 
answer in a multiple choice 
question for students devised 
in the early 1970s in relation to 
Soviet bloc reform was: “A 
freely-operating market system 
can perform efficiently the 
function of allocating scarce 
resources to satisfy competing 
wants under socialism as well 
as under capitalism." This glib 
approach still governs most of 
the debate on privatisation. 

Why then were the reform 
co mmunis ts of the I970s and 
1980s mistaken and why could 
not effective markets be cre- 


ated among largely state- 
owned industries? . 

Mises’ most convincing 
answer was the absence of 
financial markets ■ including a 
market in ownership - to 
determine who should control 
existing assets and to what 
uses new savings should be 
put. It was the absence of any 
mechanisms for placing owner- 
ship and control with those 
who could make most effective 
use of the assets at their com- 
mand. which was probably the 
fetal blow to reform commu- 
nism. Hence the present 
emphasis on privatisation. As 
Steele says: “Human kind 
doesn't yet know of any feasi- 
ble way to elicit, transmit and. 
to bring to bear this informa- 
tion in a technologically-ad- 
vanced society other than by 
substantially free financial 
markets in the milieu of sub- 
stantially private ownership of 
the means of production." 

From Marx to Mises is not a 
perfect book. Its main fault 
emerges in the preface where 
Steele writes: “In all essentials 
this book would be the same if 
the Soviet debacle bad been 
complete in 1921: or if it had 
been delayed for another 20 
years after 1989." The length of 
time the USSR existed and the 
nature of its collapse m a tter 
for the importance of 

the fundamental weaknesses, 
which no amount of general 
arg ume nt can replace. 

By far the best section is 
tha t in chapter 10, summaris- 
ing the modern analysis of 
property ownership as bundles 
of rights which may change 
their composition. Ownership 
Is a matter of degree. Just as 
restrictions in capitalist coun- 
tries (for example rent control) 
may the content of own- 
ership, so de facto property 
rights can emerge in a nomi- 
nally socialist country, as the 
managers of enterprises 
acquire more and more rights, 
whether legally or otherwise. If 
Steele had followed up this line . 
of thought he might have 
reached interesting conclu- 
sions on whether, for instance, 
“nomenklatura capitalism" is 
better than slow privatisation 
in the former . communist 
world. 

Hie anther's own ending is 
quite different It is a call for 
more rather than less utopian 
speculation. Although social- 
ism has ineradicable flaws, . 
there may be better conceived 
alternatives to capitalism. If 
Marx and his followers had not 
arrogantly dismissed as 
“unscientific” all speculation - 
other than their own asides - 
about the society of the future, 
we could have been spared 
some misery. 
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UK industry in jeopardy from regulators 


From Sir fan Wrigglesicarth. 

Sir, In 1975, 35 per cent of 
Britain's northern manufactur- 
ing employment was in ship- 
building, steel and coal. Today 
it is less than 3 per cent, and if 
Swan Hunter and the final 
round of pit closures go ahead, 
it will be even less. But tbe 
north is still a premier manu- 
facturing region and exports 45 
per cent of its GDP. It has 
world-class businesses in new 
areas such as semi-conductors, 
automotive products, pharma- 
ceuticals and service industries 
and has combined traditional 
strengths with new and sophis- 


ticated uses of modern technol- 
ogy in industries such as engi- 
neering. steel and chemicals. 

One of these world-class 
businesses - BXFL - is being 
prevented from contributing to 
the wealth, employment and 
exports of the region because it 
cannot begin to undertake the 
£9bn of export orders in the 
Thorp reprocessing plant in 
Cumbria. The plant, completed 
at the end of last year, has still 
not been authorised to operate 
- a situation you rightly 
described as “a nightmare" 
(“Nuclear scheme th at became 
a 18-year Whitehall night- 


mare”. May 8). 

Most industrial plants - 
require authorisations from 
regulatory bodies such as 
HMIP, MAFF and the NRA 
which are set after they have 
been built, but before they can 
start operation. 

If, as has been suggested, 
these bodies should now also 
consider the “need" for new 
plants once they have been 
constructed, we are on the 
route to industrial disaster. 
What responsible board would 
authorise expenditure on a big 
new industrial plant if it is to 
be subject to the double jeop- 


ardy - after obtaining plan- 
ning permission - of faring the 
possibility of a derision by a 
whole series of regulators as to 
whether there is a “need” for it 
before it can start to operate. 

Regulators need to work 
more closely with industry, not 
against it If current laws are 
stifling business in this way, it 
is incumbent on the govern- 
ment to change them quickly. 
Ian Wrigglesworth, 
chairman, 
northern region, 

CBI, 

15 Grey Street, 

Newcastle upon Tyne NE1 SEE 


Limit to tax 
retaliation 


Dr Wolfgang Bdtsch 

Minister of Posts and 
Telecommunications, Germany 


Mr Vladimir Bui gait * 

Minister of Posts and Telecommunications 
of the Russian Federation 


Mr Alajos Kauser 

Hungarian Telecommunications Company 


Mr Martin Salamon 

Organisation for Economic 
Co-operation and Development 


Mr Krsysztof Kilian 
Minister of Post and 
Telecomunications, Poland 


Mr John D Foster 

AT&TSA/NV 


Dr Charles Jonscher 

Central Europe Trust Company Limited 


Dr Xng Norbert Knoppik 

Deutsche Bundespost Telekom 


Dr Jurgen Muller 

German Institute for 
Economic Research (DIW) 


Dr Edouard Wylleman 

European Band for 
Reconstruction and Development 


Mrs Christina Callmer 

Ericsson Radio Systems AB 


Mr Jurgen D Lagleder 

Siemens AG 


From Mr John L Wosner. 

Sir, You report that the Brit- 
ish government is expected to 
announce retaliation ag ains t 
US companies by cancelling 
their right to refunds of part of 
the tax credits attaching to div- 
idends paid by UK subsidiaries 
, (“UK poised to retaliate against 
California tax rules”. May 13). 

It is worth noting, however, 
that the UK legislation only 
applies to those companies 
based in a state which operates 
a unitary taxation system or 
has companies in its group 
which operate from such 
states. Those US companies 
with UK subsidiaries which do 
not operate in unitary states 
such as California would not 
be affected by the proposed 
retaliation. 

John L. Wosner, 
managing partner, 

Parnell Kerr Foster, 

New Garden House. \ 

78 Hatton Garden, London ECl I 


‘Best guess’ of profits better 
than analysts’ est im ates 


Way to avoid 
surprises 


From Mr John GaUini 
Sir, Following the public cen- 
sure by the stock exchange of 
London International Group 
(“Crackdown on private brief- 
ings for analysts". May 15), is 
there any overwhelming rea- 
son why companies should not 
publish a “best guess" profits 
and earnings per share esti- 
mate for the coming year at 
the time of their preliminary 
results statement, updated if 
necessary at their AGM and on 
publication of their interim 
results? Only if the company 
considered that the actual 
results were likely to differ by 
more than a given amount (say 
10 per cent) from their latest 
estimate, would they be 
required to make a statement 
to the stock exchange. More 
frequent information would 
not only help reduce the num- 
ber of profit warnings made, 
with the associated stigma and 


often devastating effect on 
share price, but would also 
ensure that the playing field 
was seen to be level. 

Far from diminishing the 
role of the analysts, who are 
after all at liberty to publish 
their estimates, it would per- 
haps free them a little tom 
number gazing and allow them 
to concentrate more fully on 
areas of concern to investors 
about which the company itself 
cannot be expected to be 
entirely Impartial, for esampip 
its strategy, competitive posi- 
tion and management quality. 

It would also help in placing 
a realistic value on the shares 
of the many small companies 
not covered by analysts’ 
research, perhaps even enhanc- 
ing the market for them. 

John GaUini, 

11 North Street, 

St Leonards-on-Sea, 

East Sussex TN38 0EY I 


From Mr Stanley Gale. 

Sir, The leaking of price sen- 
sitive information by compa- 
nies seeking to avoid surprises 
by giving guidance to analysts 
can be avoided by issuing 
profit statements and relevant 
comment on a quarterly basis. 

Tbe practice, followed by the 
great majority of UK compa- 
nies, of reporting twice yearly 
creates an information gap of 
some eight months between 
toe announcement of half-year 
figures and the issue of the 
preliminary profit statement 
ror the full year. Quarterly 
reports, issued about mid-way 
through the foUowing quarter 
and containing comment on 
current trading and the out- 
look, in practical terms virtu- 
afly eliminate information 
gaps. 

Stanley Gale. 

Shareholder Relations, 

Lawrence House, 

238 City Road, London ECl 
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From Mr George RJ Guise and 
Prof Alan Waiters. 

Sir. In our Personal View 
article of August 19. 1992 
(“Feather beds in South 
Africa's boardrooms"), we 
argued that shareholding 
arrangements, particularly 
pyramiding and the ubiquity of 
de fado voteless shares, should 
be changed so that the great 
South African conglomerates 
were subject to the discipline 
of takeover bids, and that this 
would be likely to lead to the 
unbundling of many a bloated 
corporate structure. 

Now we have the first big 


unbundling of Gencor which is 

rightly welcomed in your edito- 
rial, “Unbun dling * (May 12), as 
a first step in releasing South 
Africa's economy from the 
stranglehold of the few who 
control the large holding com- 
panies. The shareholders of 
Gencor are the immediate ben- 
eficiaries, but the ensuing 
improvements in efficiency 
will benefit both workers and 
customers as welL 
But Gencor's unb undling , 
probably encouraged by a 
newly enlightened tax regime, 
occurred in spite of a structure 
Of securities law (and ex chang e 


control.) which still allows 
even encourages, concentre- 
tkra of management control in 
few well-sbeltered hands. The 
re m a inin g conglomerate man- 
agements can still lie snugly in 
their feather beds safe behind 
the barriers to intruders 
Indeed, Anglo American has 
announced that it intended to 
do precisely that The Gencor 
components will still be lareelv 
free from threat of takeovers 
both domestic and foreign. 

The South African govern- 
ment and the stock e£han£ 
authorities should change the 
reles of corporate governance 


5“ Soutl1 African 
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<1 Guise. 

Alan Walters, 
rice chairman, 

Corporation. 

{f°P 19th Street NW 
Suite 605, 

Washington DC 2003$, 
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Get Europe 
to work 


T he British have an 
attachment to their rail- 
ways out at all propor- 
tion to thdr willingness 
to use them. Leaving 
aside the 426,000 season ticket hold- 
ers who commute daily into central 
London, most people who own cars 
(and many who do not) hardly take 
a train from one year to the next 
Yet they regard railways in much 
the same way as people with pri- 
vate medical insurance regard the 
National Health Service - they 
want them to be there, just in case. 

It is a rash government, then, 
that dares to tinker with the trains, 
as Ur John Major is finding to his 
discomfort Even before the heavy 
Conservative defeat at the Newbury 
by-election and county council polls 
a fortnight ago, the planned privati- 
sation of British Rail had been 
dogged by concerns about the possi- 
ble Implications for fares and ser- 
vices. Now, with Conservative back- 
benchers in no mood for measures 
that could furt he r reduce party sup- 
port, the government is fa c in g t he 
possibility of a revolt when the Rail- 
ways Bill reaches report stage in 
the Commons next week. 

On the face of it, this is an avoid- 
able crisis. The rebellious back- 
benchers say that are not seeking to 
wreck the legislation; they simply 
wish to make it more palatable by 
building in safeguards to protect 
rail users' interests. But the back- 
benchers’ move raises at least two 
questions. First, are their fears 
about the possible consequences of 
privatisation justified? And if they 
are, can the legislation be amended 
without involving the government 
In an embar rassin g climbdown? 

Underlying the widespread con- 
cern about file government's plans 
for the railways is the fact that this 
privatisation is unlike those that 
have gone before. The gas, electric- 
ity, water and telecommunications 
industries ware profitable and 
expanding when they came to the 
market, so their privatisation was 
not accompanied by fears of reduc- 
tions in services. Rail, by contrast, 
is a heavily loss -making Industry in 
tong-term decline, and most of its 
services exist only because they are 
propped up by the state. People 
understandably fear that, if exposed 
to the full force of commercial real- 
ity, the railways would have a very 
short future. 

The government has attempted to 
address thaa^ concerns by adopting 
a hybrid approach to rail privatisa- 
tion. Only the freight train 
operations are to be sold outright 
The infrastructure - the tracks and 
n gnaflmg - will be hived off to a 
new state company called Bail track, 
while the operation of British Bail's 
passenger services will be con- 
tracted out to whichever private 
sector operator bids the highest 
sum for the franchise (or, more 
likely, bids for the lowest subsidy). 


FOR MANY months the European 


i the long struggle over the Maas- 
tricht TYeaty erf European Union. 
Wbenit ends, with ratification in 
the British parliament, the gov- 
ernments must put aside all those 
sterile ■ doctrinaire . arg ume nts 
abort the long-term destination of 
the Community. Their top priority 
Is to turn their attention to a prag- 
matic programme of action, which 
will make it work more effectively 
now, in economic and in political 
terms. 

The most urgent need is to 
make the Community work in 
ways which seek and secure the 
consent of the people of Europe. 
The first referendum in Denmark, 
the debates in the French and 
British parliaments, the opinion 
polls in Germany, have all shown 
that there are deep popular mis- 
givings in many European coun- 
tries about the Community and its 
policies. 

These misgivings have been 
stirred up in part by the feet that 
some governments, and the Maas- 
tricht treaty itself, may have 
seemed to imply, incautiously an a 
quite prematurely, that Europe 
was necessarily bound for a fed- 
eral future. But there are two 
other more immediate reasons for 
popular disquiet which are also 
much more practical: on the eco- 
nomic front, it has not always 
been dear that the C ommunity 's 
policies were delivering the advan- 
tages claimed for them; on the 
political front, governments have 
failed to develop appropriate poli- 
cies of transparency and account- 
ability to ensure that they cany 
the votes and their elected repre- 
sentatives With them. 

The most immediate problem 
arising from the Maastricht treaty 
concerns the future erf the pro- 
gramme for Bcnmnmte and mone- 
tary union. The experts have 
declared that there is nothing ' 
inherently wrong with the 
exchange rate mechanism, despite 
last autumn's upheavals in the 
currency markets, which forced 
two Community currencies out of 


the system. The fact remains that 
it is now impossible to believe 
that the Maastricht programme 
for EMU will be implemented as 
prescribed within the periods laid 
down. Moreover, it is probable 
that some Community currencies 
will stay outside a monetary 
union for a long timp and some 
may stay outside the ERM for a 
long time as well. 

It is co nceivable that an inner 

core group of countries may move 
ahead by themselves towards 
doser monetary integration. But . 
it cannot be a matter of indiffer- 
ence to France or Germany that 
the British pound and the Italian 
lira are floating independently, or 
that the peseta and the escudo 
have been devalued. The urgent 
practical problem, for the Commu- 
nity as a whole is to review the 
monetary arrangements for 
Europe, so as to deal with the 
probability of a variable geometry 
monetary Europe, and not simply 
d ism iss the outsiders as failures 
who should be disregarded. 

One of the reasons for the 
unpopularity of the Community is 
that the programme for the single 
European market has come to be 
identified with industrial restruct- 
uring and thus with unemploy- 
ment, while the convergence crite- 
ria of the programme for economic 
and monetary union have been 
identified with deflation and more 
unemployment These criticisms 
may not be fair, and they are cer- 
tainly over-simplifications. The 
political fact is, however, that 
high and rising unemployment is 
now the biggest problem faring all 
European governments, and their 
most urgent need is growth and 
job creation. 

In the end, the only reliable 
basis for growth and job creation 
is improved economic competitive- 
ness. It is clear that the Commu- 
nity will not last long if it comes 
to he seen as a vast machine for 
creating unemp loyment. But ther e 
is no room for reckless indulgence 
in measures of social protection - 
which would jeopardise that com- 
petitiveness. 


Last stand before 
sell-off junction 

Richard Tomkins examines the concerns underlying a 

possible Tory backbench revolt over rail privatisation 


It follows that what is going on is 
not a privatisation in the accepted 
sense. Freight aside, virtually no 
assets are to be sold. In terms of 
day-today operations, the railways 
will be more highly regulated than 
ever because of the need to super- 
vise private-sector participation 
through two new bodies, the rail 
regulator and the franchising direc- 
tor. And since nearly everyone 
involved in running the pas s en ge r 
railway wffl remain beholden to the 
government for subsidy, ministers 
will retain the right to go on med- 
dling in the railways' affairs at 
every level 

The implication is that the new 
structure will make little difference. 
Yet it will bring at least one funda- 
mental change - in the way govern- 
ment subsidy Is paid. Under the 
present system, British Rail is paid 
block grants each year to cover the 
costs of operating its loss-making 
Network SouthEast and Regional 
Railways divisions, without anyone 
being aware of exactly where the 
money is being lost After privatisa- 
tion, the profits and losses of each 
individual route will have to be 
identified so that would-be franchi- 
sees know how much to bid for 
them. The result could be to show 
that some lines are losing so much 
money that the case for closing 
them becomes irresistible. 

There is another aspect to the 
subsidies issue. As long as British 
Rail is running the railways, the 
costs imposed by the loss-making 
lines are partially relieved by the 
surpluses produced by the profit- 
able routes. Under the new system, 
the surpluses generated by the prof- 
itable services will be pocketed by 
the companies that win the fran- 
chises to operate them, but the pub- 
lic sector will still be paying subsi- 
dies to the franchisees running the 
loss-makers. Perversely, the result 
is likely to be that privatisation 
increases rather than decreases the 
net cost of the railways to the 
exchequer. 

How will the government respond 
to these pressures? The answer is 
that nobody knows. In theory, the 
upward pressure on subsidies 
should be counterbalanced by cost 
sayings resulting from efficiency 
gains. But the government has 
given no indication of how great it 
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expects those cost savings to be, nor 
how it will react if they are insuffi- 
cient to stop subsidies rising. Is the 
Treasury going to write a b lank 
cheque guaranteeing that all ser- 
vices will continue to run and that 
feres will stay unchanged? Since 
the answer to that question is no, 
then what? 

It is this chasm of uncertainty 
that has given rise to the fears 
being articulated by Conservative 
backbenchers. In order to bridge it, 
they are seeking guarantees tha t 
passengers wifi be protected from 
line closures, fere increases and the 
abolition of the London TTaveicard 


scheme. They also want an amend- 
ment to the Railways Bill allowing 
British Rail to bid against the pri- 
vate sector for the passenger ser- 
vice franchises. 

Mr John MacGregor, the trans- 
port secretary, seems unlikely to 
yield on any of these issues. Where 
line closures are concerned, no 
transport minis ter would promise to 
keep an railway linn open forever, 
with or without a blank cheque 
from the Treasury. As for fares and 
Travelcards, the amount of regula- 
tion faring train operators is 
already in danger of deterring 
would-be entrants to the market. 


and any further inroads into compa- 
nies' commercial freedom could be 
in danger of turning rail privatisa- 
tion into a dead letter. 

Instead, Mr MacGregor might 
attempt to defuse backbenchers' 
concerns through reassurance. Suc- 
cessful private-sector train opera- 
tors will be those providing services 
that people want to use, he is likely 
to argue, so they will have a com- 
mercial incentive to offer more and 
better trains at attractive Cares. The 
purpose of privatisation is the 
expansion of the railway, he could 
say, not its contraction. 

I t sounds convincing. It may 
even be true. But it is not the 
<»mp as saying that railway 
privatisation will be painless. 
By introducing transparency 
to the allocation of subsidies, priva- 
tisation will confront politicians 
with awkward decisions about the 
future of unprofitable services. The 
bureaucracy needed to administer 
the Travelcard. student railcard and 
other schemes requiring revenue to 
be split between several different 
companies would be costly to run 
and is unlikely to appear unless 
someone volunteers to pick up the 
bill. Some train services will 
improve, others will disappear; 
some feres will go up, and others 
wifi come down. There would be no 
point in privatising the railways if 
nnthmg changed. 

It is this point that explains why 
the backbench amendment least 
likely to be accepted by the govern- 
ment is the one proposing that Brit- 
ish Rail should be allowed to bid for 
franchises. Conservatives support- 
ing the idea say it is absurd that the 
people who know more than anyone 
about running the railways should 
be prevented from throwing their 
bat into the ring. The government 
counters that the point about pri- 
vatising the railways is to get the 
r unning of the trains out of the 
public sector, but emphasises that 
existing rail staff wifi be strongly 
encouraged to take part in the pro- 
cess through management/ 
employee buy-outs. 

In feet, there is another aspect to 
the British Rail argument Experi- 
ence in Sweden has shown how 
nationalised railways tend to win 
nearly every time when competing 
with the private sector for contracts 
to operate train services. The suspi- 
cion is that they do so they 

are able to cross-subsidiBe the con- 
tracted-out services with revenues 
from their other operations. It is not 
hard to imagine how such a process 
in Britain could result in the major- 
ity of contracts going to British 
Rail, so reducing the privatisation 
process to a paper exercise that 
resulted in everything staying the 
same . For nervous Conservative 
backbenchers with an eye on the 
next ejection, that might be no bad 
thing. 


China’s landing The bureaucracy that stifles Europe 


RISING CHINESE Inflation .and 
discreet expressions of concern by 
officials are reminders that Drag 
Xiaoping’s economic miracle 
remains vulnerable to familiar 
constraints. Since Mr Deng began 
to dismantle state control of the 
economy in 1979, there have been 
three spectacular booms, of which 
the first two were followed by 
busts. The question to be 
answered in coming months is 
whether reforms have progressed 
s ufficient ly for the economy to 
escape the roDer-coaster and make 
a soft landing. 

After Mr Deng's call for fester 
growth and reform was trumpeted 
last year as Communist party pol- 
icy, the economy grew 12 £ per 
cart Fixed asset investment grew 
88 per emit, and banks’ neurloans 
were more than double the' gov- 
ernment's target Latest figures 
show distinct signs of overheating. 
Urban prices in April were rising 
at an annualised 17 per cent rate 
and retail sales at 25 per cent 
Barging domestic demand pushed 
the trade balance into a J1.7bn def- 
icit in the first four months erf the 
year, and the currency has weak- 
ened on the nmfficial market 

In 1988 the eyrie led to urban 
inflation of over 80 per emit, panic 
buying and hoarding. The brakes, 
were ginnnnfld on with ti ght coll - 
ie cm credit, prices and imports. 

There is no sign yet of sucha 
crisis, or off a heavy hand from 


ton Officials have indicated that 
they want to direct credit to areas 
such as transport and energy m 
such a way as to avoid inflation- 
ary bottlenecks, and a repeat of 
the late 1980s. - - 

Several factors point to a 
greater nharme erf a soft l anding 
than was previously possible. 


Inflation is partly due to the one- 
off effect of price deregulation for 
same 800 commodities. Until the 
most recent figures, consumption 
growth has not appeared too 
rapid. The development of the 
market economy reduces fears of 
shortages of basic goods, and 
increases the available investment 
options. Price decontrol and trade 
liberalisation have made the econ- 
omy much less rigid. Foreign debt 
is not excessive and foreign 
exchange reserves are strong. 

However, the difficulties of mov- 
ing from Rnmm iiiiignfi to the mar- 
ket are underlined by weaknesses 
in fiscal and monetary policy. 
Though the inefficient state sector 
now accounts for only about half I 
of industrial output, it still con- 
tributes to a large budget deficit 
and a big dollop of monetary cre- 
ation. The tax system needs 
reform to reflect the growth of the 
non-state economy. The ce ntral 
famk has only blunt instruments 
to control credit, with interest 
rates playing virtually no role, 
planned deregulation off financia l 
markets, with the monetary 
authorities setting base interest 
rates, may come too late to help in 
this economic cycle. 

The ability to manage the econ- 
omy is therefore severely limited. 
Macro-economic control is made 
harder by the devolution of powe r 
to provincial governments anxious 
to join in the development race, 
ohtna'e lMitern face huee chal- 


lenges in continuing to guide the 
economy towards the market 
while keeping in check the social 
problems thr own up by ref min. 
Foreign investors need to keep in 
mfnrf the limitations of economics, 
and also those of politics - the 
fundamental priority o f Ch ina’s 
leaders is to remain in power. 


Major mumbles 


GOOD NEWS, a positive mess^je, 
a sympathetic audience: an after 
dinner speaker could hanflyask 
for more. Yet the prime minister’s 
speech to the CHT dinner on Tues- 
day night came out fike a damp 
souffle. Concocted from cliche and 
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failed to satisfy either *** ® 
oratory or strength of argument. 

Mr Major is at his best m smafi 
gatherings, when bis courtesy 'and 
decency win friends. At the big set 
piece, he can be strangely unin- 
Kjfrtng. His CBI performance 
SS^wlth scars of MM 
thm waded through nppl^tf 

recovery and tides 

tag 


dally before a group of industrial- 
ists. He shares most of their views 
abort free trade and deregulation, 
and - with the agony of Maas- 
tricht nearly over - about Europe 
as well The relevant government 
departments are eager to talk con- 
structively to business. Ami he no 
longer has to feel embarrassed 
about economic prospects. 

All that is needed is a sense or 
phrasing, a couple of goodjos® 
Si the ability to poP the different 
strands of poficymaking together 
into a coherent and practical 
whole. Sir Ronald Millar made 
music far Mrs Thatcher, not her- 
self the most gifted of orators. 
Peggy Noonan did the same for 
President Reagan. If Mr Major 



B Today, Britain’s 
position in Europe 
is being damaged by 
a sense of false 
nationalism which 
is out of place in a 
changing world. 
This needs to be 
PERSONAL replaced by a sense 
VIEW of vision that cer- 
tainly does not 
involve any real sacrifice of our 
national identity. 

Many people, including me, are 
old enough to remember the origi- 
nal visionaries of the new Europe: 
Mannet, Schuman and, yes, Sir Win- 
ston Churchill too. Of course they 
saw the considerable economic 
advantages of closer association. 
Bat equally they saw a Europe 
unlikely to be riven by conflict A 
Europe with Germany as a central 
and involved member. A Europe . of 
independent nation states but with 
citizens with a broader and richer 
understanding of each other, less 
likely to become hypnotised b; old 
nationalistic -qln gans. 

There are few who would not sub- 
scribe to this vision. Yet today 
them are many who feel an increas- 


Full weight 
of the law 

■ Officially, the Serious Fraud 
Office is doing everything in its 
power to recapture fugitive 
en tr epreneur Asil Nadir n ow ho led 
up in his nativ e northern Cyprus 
hnmp- 

However, Observer ha s just 
stumbled on a due as to why the 
SFO may perhaps be less than 
heartbroken if Nadir does not 
return to face charges of theft and 
falsa accounting involving £30m. 
T here may be nowhere to hold hfe, 
trial. , , 

The former Polly Peck chairman 
was due to stand trial in September 
In one of the two courtrooms befit 
specially to cater for the peculiar 
requirements of long and complex 
fraud cases. 

The cou r trooms, used for the 
year-long Blue Arrow trial and the 
Barlow Clowes prosecution, are 
housed In Chichester Rents in 
London's Chancery Lane. But now 
it seems the historic courtroom 
building may even be structurally 
unsound. 

The Department of Environment 
c onfir ms that concern centres on 
tire floor loadings which may not 
be up to tiu required building 
specifications. 

Investigatory work will start in 
the summer with, a view to any 
necessary repairs being carried 
out by September - if possible. 

Just goes to show what can 


ing hostility to the whole European 
concept Why should this he? The 
answer is one word - Brussels. 
Something has to be done about 
Brussels. 

Many people in business have a 
list of pettifogging regulations that 
have emanated from that great 
bureaucracy. But these are just 
symptoms of the general approach 
of the European Commission. Some 
of its members really do want to 
interfere as deeply as possible in 
local national affairs. There is a 

dirigiste philosophy that Bametuxus 
reminds one of Napoleonic edicts. 
There is an arrogance that is totally 
out of place, particularly in a group 
that has no elected status. 

I would hazard a guess that many 
of them have lost touch with the 
citizens whose interests they pur- 
port to serve, and especially with 
young people. Brussels contains too 
many of yesterday's people with 
yesterday's ideas and methods. 
Their motto seems to be; “If it 
moves - regulate it; if it doesn’t 
move - regulate it* 

Industry is not well-served by 
Brussels. We seem to spend too 
much of our time fending off new 


happen when the full weight of 
the law is brought to bear. 

Candybar Issues 

■ If Rwetchi and Ssntehi, nna of 
the world’s biggest advertising 
agencies, can get away with a £73m 
rights issue, then it must be on 
the mend. But It still can’t afford 
to lose big name clients such as 
Mars, foe highly private 
confectionery and pet food giant 
Tnfiflfiri , Observer hears that 
chairman Maurice Saatehi has been 
spending so much erf his expensive 
tim* battering up multi-bfllkmiare 
Forrest Mars that a number of 
Maurice's copywriting colleagues 
have slickly derided to rechristen 
him Snickers Saatehi, after one 

of Mars' more famous chocolate 
bars. 

Better than Whiskas Saatehi, 
perhaps. 

Share drive 

■ Shares In golf dubs have long 
been traded in Japan - but the very 
idea provokes sphxtterings of 
disapproval at most British 19th 
holes. 

That could well change, though, 
if Simon Hampel (nephew of ICTs 
Ronnie) has his way. The young 
Hampel has just set up a brokerage, 
Mercator International, which aims 
i to match buyers and sellers of 
i shares In the Wisley golf club south 
; of London. 

Built by British Aerospace's 
i Arlington property subsidiary and 


forms of centralised social or indus- 
trial legislation and regulation. And 
while this is going an there seems 
to be studied indifference in the 
Community to the problem erf Euro- 
pean industrial competitiveness, as 
indicated by Europe's loss of share 
of world exports of manufactured 
goods from 22 per cent in 1980 to 18 
per cent in 1992. And even when 
this point is addressed, some of the 

Brussels contains too 
many of yesterday's 
people with 
yesterday's ideas 
and methods 

proposed solutions seem strangely 
like protectionism. I sometimes fear 
that Brussels would Ideally like to 
organise European industry as well 
as it has organised European 
agriculture. 

This is no reason to abandon the 
single market as the so-called Euro- 
sceptics would wish. Rather it is a 
challenge to modify the Brussels 
approach so as to give primary 

Observer 



“Maybe the Norwegians will order 
a new whaling ship’ 

the Middle East-backed Manual 
Corporation, Wisley has 480 
shareholders. They have stumped 
up £15m of equity ova: the last 
three years, at between £26,000 and 
£40,000 a head. Under the rules of 
the dub, a free market came into 
effect in January, allowing the odd 
speculator and, it Is rumoured, a 
few distressed Iioyd's Names, to 
bail out 

The developers currently offer 
new shares at £35^)00, but, if recent 
transactions are anything to go 
by, Mercator may be able to do a 
better deaL With a few other dubs 
joining in, perhaps there is room 
for a European version of the 
Nikkei Golf index, which Is a 


emphasis to European industrial 
competitiveness. 

The principle of subsidiarity, with 
its genesis in the Maastricht treaty, 
is precious and needs to be refined 
and extended. It Is clearly in har- 
mony with the mood of Europe’s 
people. Brussels must not be 
allowed to water it down or lose it 
under a load erf bureaucracy. It Is 
not the function of Brussels to 
trample over considerations of 
national tradition and working 
practices. 

Nothing would be more welcome 
to CBI members than a simulta- 
neous announcement that parlia- 
ment had ratified the Maastricht 
treaty and that a General Agree- 
ment on Tariffs and Trade accord 
had been concluded. 

But the point about worldwide 
free and open trade is that It has a 
positive effect on competition. So 
we have a vital need to be competi- 
tive. And we need to be aware of 
this ne ed as a community. 

The CBTs message to European 
governments and to the Commis- 
sion Is that there is serious work to 
be done on identifying the sources 
of Europe’s overall loss of competi- 


recognised lead indicator for 
the Japanese economy. 

Summed up 

■ Mari; Boleat has been an 
extremely effective point man for 
Britain's building societies and 
he stands as good a chance as 
anyone of making a success of his 
new job as director general of the 
Association of British Insurers. 

But one little known rule for this 
year's annual conference of the 
Bunding Societies Association 
suggests that Boleat and his troops 
may not be quite as concerned 
about the freedom of the press that 
they have so carefully cultivated 
over the years. When the BSA got 
wind of the news that the 
Cheltenham & Gloucester, Britain's 
sixth biggest society, had invited 
four journalists to join its table 
of ri ght- at the annn«1 fflmwr in 

Brighton, the balloon went up at 
Boleafs Savfle Row HQ. 

C & G, which was paying for its 
guests, was ordered to withdraw 
the Invites. The official reason was 
that the ‘'seating plan may seem 
a little imbalanced if so many 

jnn maite tg ar* c Q p cpntr ated nn 

one table". Observer cant wait 
to hear the reaction of Mick 
Newmarch of the Pru, If Boleafs 
officials try to vet his seating plan. 

Mounting up 

■ It sounds as if some of 
Argentina's overseas ambassadors 
may be an even worse credit risk 


tfveness and e limina ting them. That 
is why we have persuaded our sister 
federations in Unice, the European 
employers' federation, to undertake 
a study of declining European com- 
petitiveness, focusing particularly 
an the impact of high social costs 
and emphasising the importance of 
avoiding further “own goals" 

- through the social chapter, or other 
related legislation. 

It is clearly in the interests of 
British business that the Maastricht 
treaty is ratified. Britain needs its 
government to be at the heart of the 
negotiations, ensuring that its con- 
cerns are taken into consideration, 
constantly improving and updating 
the single market and making ft 
work fairly. And, I would add, curb- 
ing the power of the Brussels 
bureaucrats.. 

Michael Angus 


This article is based on an extract 
from the speech by Sir Michael 
Angus, president of the Confedera- 
tion of British Industry, at the CBTs 
annual dinner on Tuesday 


than the country they represent. 

Buenos Aires' newspapers have 
been filled with reports that same 
of Argentina’s departing 
ambassadors have left behind 
hundreds of thousands of dollars 
in unpaid debts. Admittedly, part 
of the explanation has to do with 
confusion over ambassadors’ 
private and official expenses. Even 
so, the list of ambassadorial debtors 
has set tongues wagging. 

Ambassador Carlos Mandry. 
former ambassador to Bonn, is 
alleged to have left Deutsche Bank 
with a $300,000 overdraft after he 
was recalled last year. Ruben 
Cardozo left Paraguay and $230,000 
in lOUs and the former ambassador 
to The Hague, Julian William Kent 
owed banks $100,000. 

The Foreign Ministry is 
investigating but says that “where 
spending was for official functions, 
the debts were paid by the ministry. 
But in the case of personal debts, 
that's each ambassador's problem." 
Or, rather, each ambassador’s 
creditor’s problem. 

Noah let up 

■ Many thanks to all those readers 
who pointed out that there was 
a happy ending to yesterday’s tale 
about Noah and the two snakes 
who said they couldn’t go forth 
and multiply because they were 
adders. Shortly after being let loose 
in the forest, they found a set of 
log tahlAfi and from that day 
forward had no difficulty 
multiplying. 
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March gap of $10.2bn raises fear of commercial tensions with Japan 

US trade deficit rises sharply 


THE LEX COLUMN 


By Michael Prowae in 
Washington 

FEARS of increased trade tension 
between the US and Japan rose 
yesterday after an unexpectedly 
sharp rise in the US trade deficit 
to SlO^bn in March, the biggest 
shortfall far nearly four years. 
More than half the deficit was 
with Japan. 

The overall deficit was up 
nearly 30 per cent from the short- 
fall of $7.9bn in February, mainly 
reflecting a surge in imports. 

The deterioration is likely to 
prompt a sharp downward revi- 
sion of growth in the first quarter 
to an annual rate of 1.0 per cent 
to 1.5 per cent, compared with an 
initial estimate of 1.8 per cent 

The bilateral deficit with Japan 
rose to S5.3bn before seasonal 
adjustment. The next-largest 
imbalance was a $i.5bn deficit 
with China. 

Mr Ron Brown, commerce sec- 


US trade deficit 
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retary, said the poor figures 
showed the importance erf pursu- 
ing “expanded markets for our 
exports on all fronts". The US 
would press for "prompt fiscal 
stimulus in Japan, market-driven 
exchange rate corrections, and 
negotiations that remove the 


structural barriers to improved 
trade between our nations.” 

On Tuesday, Mr Lawrence 
Summers, Treasury under- 
secretary for international 
affairs, urged Japan to do more 
to stimulate its economy. "Its 
trade surplus continues to grow, 
and serves as a drag on the rest 
of the world," he said. 

The trade figures were the lat- 
est in a series of economic set 
backs for the Clinton administra- 
tion. Reports last week of a jump 
in consumer and wholesale prices 
rekindled Gears of higher infla- 
tion. Speculation this week that 
the Federal Reserve might soon 
begin to tighten monetary policy 
sent long bond yields back above 
7 per cent 

Imports rose 9.7 per cent 
between February and March to 
$49.2bn. a record in cash terms. 
For the first three months, 
imports were 11 per cent higher 
than in the same period last year. 


Major rules out sterling’s 
early re-entry into ERM 


As consumer demand was 
weaker than expected in the first 
quarter, importers stockpiled 
goods. Mr Brown said that Indi- 
cated that import growth would 
probably decelerate in the cur- 
rent quarter. 

The underlying trends, how- 
ever, are not encouraging- 
Exports did better than expected 
in March, rising 5£ per cent to 
$39bn. But in the first quarter as 
a whole, exports rose only 2.4 per 
cent relative to the same period 
last year. 

Most analysts expect the trade 
deficit to widen this year, 
although not at the pace in 
March, reflecting faster growth 
in the US than elsewhere. In last 
month’s budget, the trade deficit 
was projected to rise to SllObn- 
$i40bn next fiscal year, against 
$84bn in calendar 1992. 

By early afternoon the dollar 
had fallen to Y110.75 from the 
previous day’s close of YUL47. 


Head of 
Siemens i 
Italy held 


By Ralph Atkins in London 

MR JOHN MAJOR yesterday put 
off indefinitely sterling's reentry 
into the European exchange rate 
mechanism and made clear that 
Danish approval of Maastricht 
would not change Britain’s stand 
against monetary union. 

Ahead of an expected large 
revolt by Conservative Tory MPs 
over the Maastricht treaty today, 
the UK prime minister said the 
right conditions for considering 
ERM re-entry "simply do not 
apply at the moment and, in my 
judgment, are unlikely to apply 
for some time in the future." 

At least 30 Conservative MPs 
will vote against the government 
tonight when the House of Com- 
mons gives the Maastricht treaty 
its third reading. A similar num- 
ber of MPs in the oppositon 
Labour party will also vote 
against. 

But the Labour leadership's 
decision to abstain means the 

Danish tax 
rates cut 
after vote 

Continued from Page 1 

package for eastern Europe 
before Denmark hands over the 
presidency to Belgium on July l. 

The Danes approved Maas- 
tricht by a margin of 56.8 per 
cent in favour to 43 2 per cent 
against, on an 86 JZ per cent turn- 
out, reversing the rejection of the 
treaty in a poll last June. 

Mr Rasmussen said the signal 
from Danish voters was that 
Europe's political leaders must 
close the gap that had opened 
between them and their elector- 
ates over Maastricht by adopting 
pragmatic policies which tackled 
problems such as unemployment 
“We have to be more engaged", 
he said. 

He said the government's eco- 
nomic package would bring the 
jobless rate down from 12 per 
cent at present to about ll per 
cent in 1994. Marginal income tax 
rates would be cut from next 
year to a band of 38 to 58 per 
cent, compared with 52 to 68 per 
cent at present 

The tax cuts will eventually be 
financed by "green” taxes on pet- 
rol, electricity, heating, water 
consumption and, among other 
things, plastic bags. 


government should secure pas- 
sage of the bill with ease, ft then, 
goes to the House of Lords. 

Mr Major said the prospects of 
a rapid move towards European 
economic and monetary union 
had "drifted away very substan- 
tially". He did not rule out the 
possibility of other countries 
moving to a single currency with- 
out Britain. 

His refusal to contemplate 
Britain’s rejoining the ERM 
cheered Conservative Euro-scep- 
tics and came close to endorsing 
a prediction by Mr Kenneth 
Clarke, home secretary, that 
Britain would not reenter until 
after the next general election. In 
practice, any early move would 
split the cabinet 

Despite euphoria among many 
European Community leaders at 
the Danish referendum result, Mr 
Major's believes that, there is 
support throughout the EC, 
including Germany, for whole- 
sale reform of the ERM. 


“The ERM, as it was when we 
left it is an inadequate instru- 
ment that we could not re-enter," 
Mr Major said an BBC radio. Offi- 
cials rejected suggestions that 
the prime minister was implying 
Britain might never rejoin but 
said there remained “big prob- 
lems” with the ERM - although 
at least it was no longer regarded 
as a quasi fixed rate system. 

Officially, reentry depends on 
conditions set by the Treasury on 
correcting “faultlines" in the 
ERM and on brin g in g UK and 
Germany monetary polices into 
line. 

Although pleased at the Danish 
referendum result on Maastricht. 
Mr Major said there would be no 
British consent for any move 
towards a centralist or federalist 
European structure. He singled 
out for attack the federalist 
visions of Mr Martin Bangemann, 
EC vice-president 
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Squatters see EC as 
capitalist conspiracy 


Continued from Page 1 

rebro which had their windows 
smashed. 

Hard-core BZers probably 
number no more than a few hun- 
dred, though they may have the 
sympathy of several thousand 
more disaffected youngsters in 
the capital. Between 300 and 500 
demonstrators were said to have 
been Involved in Tuesday night’s 
disturbances. 

The BZers have been a feature 
of life hr inner city Copenhagen 
for the past 15 years. They peri- 
odically dash with police, some- 
times smashing windows in com- 
mercial premises In the city 
centre, but had not previously 
been Involved in violence on the 
scale of (hat which erupted on 


Last winter they caused seri- 
ous problems for Swedish police 
in Malmfl, just across the Ore- 
sund from Copenhagen, when 
they staged a counter-protest 
against Swedish anti-immigrant 
demonstrators. 

The government, led by the 
Social Democratic party, was 
appalled that its success in get- 
ting Maastricht approved at the 
second attempt on Tuesday was 
marred by what were for Dot 


Saarstahl failure blamed on EC policy 


Continued from Page 1 

will one day take its responsibili- 
ties seriously and ensure equal 
conditions for all steelmakers. 
This is clearly not the case as 
10% as Italian and Spanish pro- 
ducers are allowed massive state 
subsidies.” 

The statement by Thyssen 
underlined the deep concern at 
the heart of the German industry 
over the crisis, and at the emer- 
gency measures being taken to 
keep weak producers in opera- 
tion. 

The company warned that if 
both Saarstahl and KLdckner- 
Werke. the other German steel- 


maker. currently seeking a debt 
write-off with its main creditors, 
are kept going artificially, it 
would have “negative conse- 
quences on the rest of the indus- 
try". Thyssen employs 13,000 
workers just in the manufacture 
of long products, like steel sec- 
tions, rods and wire, where EC 
overcapacity is greatest 
It sharply criticised the Saar- 
land government for suggesting 
that Saarstahl might be kept is 
operation, which would simply 
make the restructuring of the 
European industry more difficult 
The steel ma n ufacturers’ feder- 
ation said the bankruptcy of 
Saarstahl provided a graphic 
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By Robert Graham in Rome 

MR Giorgio Scanavaca, chairman 
and chief executive of the Italian 
subsidiary of Siemens, the Ger- 
man electronics group, was 
arrested by Milan magistrates 
yesterday on corruption charges. 

The arrest of Mr Scanavaca is 
understood to be in connection 
with magistrates' broadening 
inquiry into the payment of 
bribes to obtain telecommunica- 
tions contracts. 

The Italian subsidiary of Sie- 
mens now joins that of Britain's 
GEC Marconi and Sweden's 
Ericsson, which last week 
became involved in the same 
investigation. The chief execu- 
tives of these two subsidiaries 
were arrested on May 12 on simi- 
lar charges. 

It is the first time in Italy’s 
15-month old corruption scan- 
dals, concerning the illicit fund- 
ing of political parties in return 
for contracts, that so many for- 
eign companies have been linked 
in a single line of inquiry. The 
big contracts in Italian telecom- 
munications have been a major 
sector where foreign companies 
have bid for business in recent 
years. i 

According to usually reliable I 
leaks from the Milan magistrates, 
more foreign companies are 
expected to be involved in the 
investigation. On Tuesday, the 
magistrates arrested Mr Da vide 
Giacalone, from 1987-91 the per- 
sonal assistant of Mr Oscar 
Mammj, the Republican posts 
minister. The magistrates have 
suggested that as much as L40bn 
($26m) has been paid out in 
bribes during the past five years. 

The investigations follow the 
arrest earlier this month of Mr 
Giuseppe Parrelia, a former man- 
aging director of ASST, the state- 
run telephone services company. 

Mr Parrelia is regarded as hav- 
ing been the principal “collector” 
of illicit funds on behalf of the 
main political parties in the posts 
and telecommunications sector 
and is understood to be co-operat- 
ing with magistrates. 

His testimony in part led to the 
involvement at the weekend of 
Olivetti, the computer and office 
equipment group, headed by Mr 
Carlo De BenedettL On Sunday 
Mr De Benedetti handed over to 
Milan magistrates an 11 page 
deposition in which he detailed 
illicit payments of L10.02bn in 
addition to other payments with 
a combined total dose to L20hn - 
so far the largest known sum 
handed over to the political par- 
ties by a private group in the 
current scandals. 

In another development yester- 
day, Mr Claudio Burlando, thus 
mayor of Genoa, was arrested on 
charges of alleged fraud and 
abuse of office in relation to con- 
tracts for the city’s celebration of 
the 500th anniversary erf Colum- 
bus’s discovery Of America Mr 
Burlando is a member of the 
Party of the Democratic Left 
(PDS), the renamed Communists. 

H3s arrest threatens to embar- 
rass the PDS which has been try- 
ing to distance itself from 
Involvement in taking bribes. 
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mark extremely rare scenes of 
vicious street violence. It said 
the rioters were an isolated 
fringe who deliberately set out to 
cause trouble. 

“That is pure bullshit,” scoffed 
a third BZer, speaking inside the 
dingy “youth house” under a 
huge moral saying “Smash Rac- 
ism and Fascism". In common 
with his colleagues, he refused to 
give his name - and spoke fluent 
and richly profane Eng li sh - 

His friend insisted the riot was 
spontaneous. “Everyone who 
voted No was very depressed and 
angry. We wanted to do some- 
thing. We wanted to go crazy." 

The other inhabitants of Norre- 
hro, a relatively poor but far 
from deprived area, tended to 
confirm the government’s view 
that the BZers were a small 
group who do not represent a 
wide band of opinion. 

An apartment block caretaker 
said; “There used to be sympathy 
around here for them because 
they have no hope of jobs or 
homes. But when we helped 
them, with collections of money, 
they just screwed things up. We 
have no problems with the local 
police hoe. We respect them. I 
think the people last night came 
from outside.” 


illustration of “the total absur- 
dity of European subsidy policy". 

hi spite of massive public sub- 
sidies, the fundamental struc- 
tural problems of individual 
enterprises had not been 
resolved, Mr Ruprecht Vondran, 
president of the association, 
said. 

David Buchan adds from Paris: 
Usinar-Sacflor said yesterday it 
would have to take a FFrl.4bn 
loss In its 1933 accounts, repre- 
senting its loans to subsidiary, 
which would not now be repaid. 
At the same time, SP-Adef, the 
French credit rating agency, said 
it was downgrading Usinor's 
commercial paper. 
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Off note from Bass 


Bass has a disingenuous way of 
desfflrjhfog the beer market as subject 
to increased aggression rather than a 
price war. But there is no mistaking 
the gauntlet it threw down yesterday. 
With its existing market share of 
around 28 par cent, economies af scale 
from brewery closures and a balance 
sheet strong enough to support more 
free trade loans, the chances are that 
it will succeed is raising market share 
where others fail. The real question 
(imnw t he cost. Some of that is com- 
ing throu gh already. 

Bass riflftng its underlying beer mar- 
gins rose In the first half, but that is 
before the £9m increase in the provi- 
sion for bad debts. Afte- the provision, 
which must reflect its efforts to win 
I new business, margins fell to 8.7 per 
cent from 9.3 per cent That sacrifice 
has, however, produced a gam in mar- 
ket share of only 02 per cent. 

' Yesterday’s 9 per cent fall in the 
shares may be a step adjustment to a 
situation where B 9 * 8 Fsm kwib 

! increase hi minings over the n^vt cou- 
i pie of years while other companies 
enjoy tie recovery. But there are 
other ni g gHn g w o rries which prevent 
the shares seeming much of a haT g afa - 
i These Hmhifla the sudden need far a 
further £42xn restructuring charge In 
brewing, the do wnturn in European 
hotels, and - an issue the company 
glossed over yes t erday - the weakness 
in US hotel profits despite higher 
occupancy and roam rates. Sure it is 
on gru-h tricky ground. Rats might do 
well to reconsider its refusal to split 
the roles of chairman anf i chfof execu- 
tive. 

UK takeovers 

Nervous poorly performing compa- 
nies may be surprised but relieved by 
the deathly quiet on the UK takeover 
scene. There is, however, little prey af 
obvious value in the market Since 
devaluation the FT-A All-Share i nd ex 
has risen by 25 per cent That figure 
masks an even stronger pm - fm m anrp 
from recovery shares: the FT-SE Mid 
250 index has risen by some 46 per 
emit Such increases run well ahead of 
any likely improvement in corporate 
gaming s over the next 18 months. Eco- 
nomic growth may be sluggish, and 
much of the easy cost cutting has 
already been farced on even the weak- 
est managements by the three-year 
recession. Under the circumstances, it 
is hard for predators to justify paying 
hefty premiums for controL 

Management psychology has aim 
turned against bids after some scar- 


FT-SE Index: 2819-7 (-27.6) 
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ring experiences in the late 1980s. 

friendly bidder s find that ven- 
dors are stiH asking unrealistically 
high prices. Hostile bids, however, 
offer little op p o rt un ity for due dili- 
gence examination of the target's 
finances, increasing the risks at a time 

when buyers lack confidence. Bank 
finance js hard to come by for cash 
bids - indeed some predators have 
risked losing existing banking fines if 
they considered acquisitions. Paper 
bids are a good deal harder to sell to 
sceptical institutions. 

In any event, takeovers often feature 
much lata- in the economic cyde. Bid 
activity last hit bottom in 1983 - some 
two years after the recession had 
ended. But bids have not fallen perma- 
nently from fashion Rnmo. Institutions 
regard a Md as the cleanest and most 
effective way to shake up a poorly 

pcrfnrmmg com pa n y And doufatieSS & 

lew sitnatinns still remain overlooked 
by all hut the sharpest eyes. 

Saatchi & Saatchi 

It is an odd state erf affairs when tax 
considerations provide one of the prin- 
cipal justifications for a rights issue. 
Yet oddity is something of a speciality 
for Saatchi & .Saatchi and the group's 
accumulated tax losses represent one 
of its few financial s treng th s. The 
£73m rights issue allows it to exploit 

Hwm neatly to gnhanrp paromp Half 
the proceeds win be used to reduce 
debt resulting in a smaller interest 
charge and lower tax rate. About £19m 
will he spent buying out minority 
in t erest s in mainland European agen- 
cies. This, too, helps tax efficiency. 
Saatchi will spend the rest improving 
service levels, upgrading its informa- 



I 


tion technology and expanding Its 
international coverage. Expertisejn 
the Chinese market is all the' cage! 
seems. . ? ' 

So far, so useful- Sadly, though; 
Saatchi still has a poor trading stay 
to tell. Theoretically, advertising 
should be an early benefiefara, Taj 
recovery but there is not much sigoerf 
it yet An additional worry Is tha&ffe 
Marlboro mayhem seems to -have" 
caused brand managers to nan**.: 
promotional strategies, creating seme? 
thing of a hiatus in advertisin g spen & : 
Saatchi’s wafer-thin margi ns provide 
little leeway should events agatn tum 
nasty. Future profits will fie d raine d 
by £25m of earn-out payments. .Utet 
provides all the more reason to seat; 
value elsewhere. Gold Greenlees Trott 
and WPP seem better poised. . = 

Compass ' - ; . : 

It is difficult to avoid the conchskn 
float, in stock market terms at least. 
Compass is a business whose moment' 
ha s gone. The £72m acquisition of 
SAS’s cateri ng arm is an attractive 
enough deal and will enhance earn-, 
inga. The trouble is that at this point, 
in tiie cycle contract catering looks a 
trifle duIL Likely earnings growth id. 
single figures and a sub-market yield- 
represent meagre attractions. . 

Compass must hope that disili u sfon, 
with the fmanriat constraints faefag 
many recovery stocks win encourage 
investors to return to its steadier vir- 
tues. Such concerns wfll not be lost on 
rtarHr^ r Merchant as It contemplates . 
its eventual market debut 

AIlied-Lyons . 

Allied-Lyons must be distressed 
beyond measure at the publicity sur- 
rounding its £200m convert i ble band 
issue. The share price had already 
fallen before the news inexplicably 
found its way into the weekend press. 
It jumped over 2 per cent when no 
bond emerged with the results on 
Tuesday morning, though the enthusi- 
asm wore off during foe day as the 
market began to suspect that the issue 
was looming after afl. The price fell 
sharply again yesterday when it was 
finally launched. That sort of confu- 
sion occurs in a market forced to rely 
on hint and innuendo. It would have 
been prevented if Allied had come 
clean with a formal statement about 
its intentions. It would have lost noth- 
ing by doing so once they had been 
leaked. 
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Without us, less crude 
would get refined. 


Downtime is an expensive business far the oil industzy costing companies as much as 52 3 million a ™-. n» 
■yrnrn on comp^rn - * «-«««. *« -»Pk - . money-losee 

dry-running gas seat technology solved the problem. ^ 

Their Type 28 seal rotates at high speed, depending on an ultra-thin ras cushion 3 micmn< d 

John crane, oil companies are no longer at a loss 
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Woolworths launches 
A$2.45bn flotation 
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About 42m troy ounces of gold, the world's biggest 
undeveloped deposit, lies submerged beneath very 
hot water in the crater of a dead volcano at Lihr 
Island in Papua New Guinea. Plans to extract it 
received a boost yesterday. Pag® 24 
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Deutsche Bank makes firm start to year 


Paul Simons (left), chair- 
man of Woolworths, the 
Australian retailing group, 
yesterday launched its 
long-awaited flotation, with 
forecasts of continued 

strong earnings and sales 
growth, against the 
national retailing trend. 
Next month's share sale 
Jj wtfl be the country’s big- 
gest corporate flotation, 
seeking up to A$2.45bn 

, „ . (US$1.69bn) without an 

underwriter. One bUtlon shares will be offered at a 
price between A$2.15 and AS2.45, to be deter- 
mined by an institutional tendering process. Page 


Campbell Soup rises 19 per cent 

Campbell Soup has lifted third-quarter profits 19 
per cent to $108.5m after tax. The US foods group 
incased its sales by 6 per cent to $1.63 bn, during 
the three months to May 2, mostly due to the first- 
time consolidation of Campbell's 58 per cent stake 
in Amotts, the Australian biscuit company. Page 17 


I Frustration at Miitorco 

Hank Slack (left), chief 
executive of Minorca, 
wants to turn the company 
into one of the world’s 
' biggest mining groups. But 
so far his plans have been 
frustrated. Two planned 
acquisitions worth a total 
of US$1 bn have slipped 
through his hands and 
shares in Minorco, until 
1988 a sleepy offshore 
investment ami of the 
Anglo American Corpora- 
ls tion-De Beers group of South Africa, are fanguish- 
"t ing at a 30 to 40 per cent discount to asset values. 
Page 17 


Allled-Lyons launches issue 

Allied-Lyons yesterday launched Its £200m ($300m) 
convertible bonds Issue, news of which was leaked 
last weekend and led to three days of see-sawing 
share prices. Financial advisers to the drinks, food 
and retailing group, were yesterda y discussing the 
leakage with the stock exchange. The company 
said decisions about possible action would be 
made after the talks. Page 20 


Golden future for volcano 


By David Waiter in Frankfurt 

TOTAL operating profits at the Deutsche 
Bank group rose by “a good 20 per cent" in 
the first four months of the year « gain e r 
the comparable period for 1992, the chief 
executive of Germany's biggest bank told 
shareholders yesterday. 

Mr Hilmar Kopper said at Deutsche 
Bank's annual meeting that it was unreal- 
istic to expect this level of growth to be 
maintained throughout the year as a 
whole. Last year, the bank’s total operat- 
ing profits rose by 7 per cent to DM&39bn 
($3.96bn). 


But he said that the result for the year 
would be satisfactory, given the sharp 
recession in the German economy. He 
warned that provisions for bad and doubt- 
ful debts would have to be on the same 
scale as last year, when they reached 
DM2.6bn. 

Deutsche gave no figures, but the per- 
centage increases are calculated with ref- 
erence to a third of the total figure last 
year, rather than the actual profits made 
in the the first four months of last year. 
Thus total operating profits in the first 
four months of the current year were in 
the region of DM2.55bn. up about 16 per 


cent from the actual figure for the first 
third or 1992. 

Deutsche is the third of Germany’s big 
three banks to report excellent growth in 
operating profits in the early months of 
the current year. Commerzbank improved 
its profits by more than 25 per cent in the 
period from January to March »n«? Dresd- 
ner Bank by 15 per cent in the first four 
months. 

These profit increases provide a slightly 
unrealistic picture of German banks' pros- 
perity as they are calculated before provi- 
sions which are set to rise steeply over the 
course of the current year, reflecting 


deteriorating credit risks in recession- 
struck Germany. 

As at other large German banks that 
have reported strong growth in profits for 
the early months of the current year, the 
bulk of the gain at Deutsche Bank came 
from own-account trading activities, stim- 
ulated by buoyant conditions in bund and 
equity markets earlier in the year. 

Growth in net interest income was more 
subdued 

Own-account trading profits rose by 32 
per cent. Mr Kopper said, and commission 
income climbed by 13 per cent, while net 
interest income rose 6 per cent 


Compass 
to acquire 
catering 
from SAS 

By Richard Gourfay In London 

COMPASS GROUP, tbe UK 
healthcare and catering com- 
pany, is to move into continental 
Europe through file acquisition 
of the airport restaurant and 
contract catering business of 
SAS Service Partner, the subsid- 
iary of the Swedish airline. 

The £71.9m ($U0.72m) pur- 
chase price is to be funded 
through a six for 19 rights issue 
at 420p. The rights issue will 
raise £86.8m. 

Hie acquisition will give Com- 
pass a presence in eight mainly 
northern European countries, 
and 34 airports, it will also pro- 
vide an entry into the frag- 
mented continental contract 
catering business, although most 
of the SAS contracts are in Scan- 
dinavia or in the off-shore sector 
where growth prospects are lim- 
ited in the short term. 

UK analysts have recently 
been concerned that Compass 
has been better at improving 
margins through tight purchas- 
ing than increasing sales. 

But fiie London stock market 
reacted enthusiastically yester- 
day- the shares rose lp to 528p. 

Compass also reported an 
Increase in .pre-tax profits from 
£17m to £18.2m for the six 
months to end March on sales up 
18.6 per cent at £209.4m. Earn- 
ings per share rose from l6-8p to 
18p and the group is to pay a 
4.44p interim dividend, up 6 per 
cent 

The board forecast a final divi- 
dend of not less than 8.56p 
which, if paid, would mean a 5.7 
per cent increase over 1992. 

Mr Francis Mackay, chief exec- 
utive, said the catering division 
had performed well with operat- 
ing profits rising 8 per cent to 
£14.6m. 

Background, Page 20; 

Lex, Page 14 


Nicholas Denton reports on the need for a recapitalisation 
The hole at Hungary's troubled banks 


Hungary’s 
banking heart 


B ehind the World Bank and 
International Monetary 
Fund's belief that Hunga- 
ry's big banks need rescuing are 
some compelling facts. 

The capital of the two biggest 
banks - Magyar Hitel Bank and 
Kereskedelml Bank - is wiped 
out when international account- 
ing standards are applied to their 
bad loans. Economic output has 
fallen 18 per cent in the last three 
years. The disappearance of 
demand from former Comecon 
countries has worsened the reces- 
sion. hitting hardest the socialist 
industrial giants lilfp ikarus, Tau- 
rus. Videoton and Borsodchem 
which make up the rotten core of 
Hitel Bank’s clientele. 

In 1991 parliament passed strict 
new laws: on bankruptcy, caus- 
ing about a tenth of companies to 
go into liquidation or file for pro- 
tection from creditors; and on 
financial institutions, giving 
banks the incentive to recognise 
bad debts. 

The banking sector's loans 
classified as bad, doubtfiil or sub- 
standard rose to Ft262bn (S2£bn) 
-17 per cent of all loans and 10 
per cent of GDP - In September 
1992. Hitel Bank says its non-per- 
forming loans tripled from 
Ft25bn in December 1991 to 
Ft78bn at the peak last year. 

The result has been a sharp 
credit crunch. Banks, faced with 
the need to make huge provi- 
sions. have charged high real 
interest rates to maintain mar- 
gins and produce paper operating 
profits estimated at Ft39.7bn for 
the whole sector in 1992. The 
average interest rate on 
short-term corporate loans was 
283 per cent at the end of 1992, 
compared with Inflation of 21.6 
per cent over the year. 


Saatchi surprises City with 
rights issue to raise £73m 


By Gary Mead, 

Marketing Correspondent 

SAATCHI and Saatchi. the 
world's fourth largest advertising 
group, yesterday sprang a £73m 
(5112.42m) rights issue on the 
City. 

Shareholders are asked to pay 
130p. a 24 per cent discount to 
Tuesday's closing price of l72p, 
on the basis of 10 new shares for 
every 27 held. 

About £36£m of the cash will 
be used to reduce bank debt 
(average net debt was £l94m in 
December 1992). £19m will be 
used to acquire minority inter- 
ests in European advertising sub- 
sidiaries, £10.5m will be used to 
strengthen media buying busi- 
nesses and to develop businesses 
in growing markets in Asia, 
Latin America and east Europe, 
£7m will be used to acquire new 


information technology. 

The targeted minority interests 
are 50 per cent of SSAW Italy, 20 
per cent of Grupo BSB Spain; and 
37 per cent of Scholz & Friends 
Germany. 

Mr Charles Scott, chief execu- 
tive, said yesterday that the 
group’s 20-bank syndicate fully 
approved the rights issue. He was 
confident that Institutional inves- 
tors would support tbe call for 
additional cash. For Mr Scott, the 
rights is a continuation of the 
process of putting the group back 
on a sound financial footing. 

The rights issue is fully under- 
written by SG Warburg and UBS 
Ltd. The largest institutional 
investor is the State of Wisconsin 
Investment Board with 8.99 per 
cent Currently, 50 per cent of the 
group’s shareholders are in the 
US and 40 per cent in the UK. Of 
the UK shareholders, half are pri- 


vate individuals. 

Since 1990 the group has sold 
seven non-core businesses and is 
now concentrating, Mr Scott said, 
on organic growth of its main 
business, global advertising. 
However, there are some doubts 
about future trading in the US, 
where one of the group’s most 
important clients, Mars, has 
recently consolidated its media 
buying outside the Saatchi group. 

Id March 1991 Saatchi achieved 
a recapitalisation, which 
removed the threat of having to 
redeem £21 lm of Euro-preference 

shares. Saatchi’s share price has 
moved from the equivalent of 
more than £60 in 1986. to 95p in 
December 1991, touching 245p in 
May 1992. Saatchl's share price 
yesterday dropped to 161p but 
finished the day down just 2p at 
170p. 

Lex, Page 14 


Bass falls 14% as hotels suffer 


By Pftfltp Rawstame In London 

BASS, the UK brewing and 
hotels group, reported a 14 per 

cent decline in first half pre-tax 
profits as Holiday Inns In conti- 
nental Europe were affected by 
growing recession and the UK 
brewing business increased pro- 
visions for bad debts. 

Profits for file six months to 
April 10 fell from £268ra to 
£228m (8351.12m) - the market 
responded by taking 50p from 
the shares which closed at 483p. 

Mr Ian Prosser, chairman and 
chief executive, said UK sales 
trends in the past few weeks 
suggested that the economy was 
finally stirring. "But we do not 
expect any recovery will be fast, 
and so expect limited benefit 
from it in the second half of our 
trading year.” 

Group operating profits 


slipped from £285m to £268m on 
turnover 2 per cent higher at 
£2^ bn. 

Brewing profits were &2 per 
cent lower at £73m, after bad 
debt provisions were increased 
from £10m to £19m. Beer vol- 
umes were marginally higher, 
despite file group's disposal of 
872 pubs. Overall market share 
rose 0.2 percentage points. 

RafionaEsaifan savings helped 
ease the pressure from competi- 
tive disco on ting but, after the 
bad debt provisions, margins 
declined from 9.3 per cent to 8.7 
percent 

Pub profits, reflecting the 
reduction in outlets, fell 11 per 
emit to £98m on turnover 2 per 
cent lower at £5 68m. Capital 
spending of £48m was slightly 
lower. 

Holiday Inn profits dropped 
from £54m to £50m on turnover 


which increased 13 per cent to 
£289m. Improvement in North 
America was more than offset by 
an £8m foil in profits from the 
European operations. In tbe half 
year, 70 hotels joined tbe Holi- 
day Inn system worldwide, and a 
further 200 hotels are doe to join 
In the next 18 months. 

Profits from Brttvic soft drinks 
declined 28 per cent to £5m, 
largely due to increased costs as 
a result of sterling’s devaluation. 

The strengthening of the dollar 
also added £l50m to the group’s 
net borrowings which, in total, - 
rose £400m. Gearing increased 
from 19 per cent to 31 per cent; 
and interest charges moved from 
£27m to £39m. Earnings per 
share declined from 20.9p to 
I7.4p but the interim dividend is 
raised &8 per cent to 5,45p. 

Lex, Page 14; London Stock 
Exchange, Page 25 



Capital adequacy ratio* % 



The cost of borrowing has 
pushed bad risks to the wall and 
good risks abroad - or, like Nes- 
tle, McDonalds and other western 
Investors in Hungary, directly to 
the capital markets. 

Made cautious by defaults, 
banks slightly reduced their out- 
standing credit to enterprises in 
1992, a sharp foil in real terms. 
“A prudent policy today means 
extreme conservatism,” says Mr 
Gyorgy Ivanyijiresident or In ter - 
Europa Bank. The World Bank 
study concludes that: “The finan- 
cial system is unable to finance 
the transformation to a market 
economy.” 

A one-off recapitalisation is 
widely seen as essential. Eco- 
nomic recovery is still feeble and 
loan portfolios are deteriorating. 
Weaker banks are losing their 
better clients to stronger ones. 
Mr Szalkai admits that Hitel 
Bank is at a “threshold,” from 
which it could spiral downwards. 

Recapitalisation must also put 
the banking sector into condition 
for privatisation before more of 
tbe potential acquirers lose 
patience and set up local subsid- 
iaries from scratch. 

An injection of funds, however, 
would allow bank managers to 
escape the consequence of past 
errors. Magyar Hitel Bank, Keres- 
kedelmi Bank and Budapest 
Bank inherited a portfolio of 
loans made under communist 
logic when hived off from the 
National Bank of Hungary in 
1987. Since then, managers have 
been responsible for their own 
decisions - and some of them 
have proved painful. 

Hitel Bank, fen instance, has 
paid the price of a focus on lend- 
ing to start-up businesses. The 
policy has won popularity, but 
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the losses have been heavy. Mr 
Rynlbni says that the default rate 
for new business is as high as on 
the old, communist-inspired 
loans. 

Kontrax, one of Hungary’s larg- 
est domestic private groups, only 
this month declared bankruptcy 
owing Ft4.2bn to Hitel Bank and 
other creditors. Hitel Bank has 
also been reluctant to reduce 
exposure to inherited shaky bor- 
rowers for fear of pushing them 
into bankruptcy. “In creditors’ 
meetings Hitel Bank is always 
there,” says a banker. 

In contrast Budapest Bank has 
pulled away from the other two 
commercial banks. Under Mr 
Lajos Boleros, managing director, 
Budapest Bank’s capital has 
Improved as a proportion of 


assets from -5.5 per cent in 1992 
to +2.2 per cent this year. 

In 1991, Mr Bokros anticipated 
the wave of client bankruptcies 
to coma He defied the finance 
ministry’s hunger for taxable 
profits and provisioned furiously. 

Mr Bokros has taken a pay cut 
drives a second-hand Renault and 
flies economy class. He has 
refused to follow other banks in 
financing newspapers and politi- 
cal foundations. 

This approach has won him the 
admiration of the Budapest finan- 
cial community. But it has done 
him little good politically. The 
World Bank study calls for man- 
agment changes at the worse per- 
forming banks. Yet it is over Mr 
Bokros's future that the biggest 
political uncertainties hang. 


Rivals bid 
for stake 
in Belgian 
bank 

By Andrew HIH in Brussels 


FORTIS, the Dutch-Belgian 
financial services group, and 
Gttngrale de Banque. Belgium's 
largest bank, are to fight it out 
for a stake in the Belgian state- 
owned savings bank. ASLK- 
CGEB, in the first round of a 
four-year BFr70bn ($2bn) Belgian 

privatisation programme. 

The sale of np to 49 per cent of 
ASLK-CGER, which has a net- 
work of bank and insurance 
branches, could raise as much as 
BFr33bn for the government and 
help reduce its budget deficit. 

Mr Philippe Mays tad t, the Bel- 
gian finance minister, has also 
Indicated that a bid for a major- 
ity stake in ASLK-CGER would 
be considered, although Belgian 
legislation would have to be 
altered to allow the state to give 
up control. 

The deadline for submitting 
“indicative non-binding” offers 
for ASLK-CGER closed yesterday 
afternoon. 

Both Fortis - which groups the 
activities of tbe Belgian insurer 
AG and the Dutch group Amev - 
and G6n6rale de Banque con- 
firmed they had bid. They 
refused to give further details or 
indicate whether they had bid 
for a majority or minority stake. 

Internationale Nederlanden 
Groep, the Dutch financial ser- 
vices group which last year con- 
sidered bidding for Banque 
BruxeDes Lambert, another lead- 
ing Belgian bank, will not be 
making an offer for ASLK-CGER. 

ING paid the required BFr2.5m 
to examine the ASLK-CGER pro- 
spectus but decided the group 
would not fit into its strategy. 

Until recently Generate de 
Banque and Fortis were consid- 
ering linking up with one 
another to develop “bancassur- 
ance” activities in Belgium, but 
they fell out over the terms of 
co-operation and Fortis sold 
most or its 14.7 per cent stake in 
the bank a month ago. 

It was not clear yesterday 
whether other bids bad been sub- 
mitted. 

ASLK-CGER, which is being 
advised by Pe terrain, the Belgian 
broker, will now consider tbe 
bids and snbmit its decision for 
approval by the government 
before the summer. Fortis said it 
hoped the sale con Id be con- 
cluded by the end of the year. 

Separately, Nederlandse Nat- 
ionale Investeringsbank, a Dutch 
state-controlled bank, said it had 
sought information about the 
privatisation of two other Bel- 
gian savings institutions, NIM- 
SNI and NMKN-SNCL 
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Swiss judge freezes two 
KIO bank accounts 


EniChem’s 
big losses 
hit Snam 


By Peter Bruce in Madrid 


TWO SWISS BANK accounts 
belonging to the Kuwait 
Investment Office (KIO), the 
overseas investment arm of the 
Kuwaiti finance ministry, have 
been frozen by a Geneva judge 
following a petition by the 
Italian cardboard producer. 
Sarrio. 

The attachment of the 
accounts is a significant vic- 
tory for Sarrio. which is suing 
the KIO in Spain for non-pay- 
ment of part of the price of 
assets sold to the KIO's Span- 
ish subsidiary, Grupo Torres 
tGT), in 1991. 

The Italians accepted shares 
in Torres Papel, a GT subsid- 
iary. as partial payment for 
their Spanish paper interests, 
with the agreement that these 
shares could be “put" back to 


GT in three instalments. 

The Kuwaitis paid the first 
Instalment but new managers, 
who took over the KIO last 
May, have not, says Sarrio, 
made the second and third pay- 
ment GT is in receivership. 

Sarrio applied for. and won. 
an attachment order in Swit- 
zerland on May U. The 
accounts affected are at 
Lombard Odier, the private 
bank, and the Swiss Kuwaiti 
Bank. 

It is not known how much 
money is now in the accounts. 
Sarrio is trying to retrieve 
SFrll2m (S76.7m) and the KIO 
is likely to ask that at least one 
of the accounts be unfrozen in 
the meantime. 

The move by Sarrio could 
pose a serious threat to the 
Kuwaitis, however. If Sarrio is 
allowed to retrieve the money 


it wants from one or other of 
the accounts it might create a 
judicial precedent and allow 
other GT creditors to make 
claims directly from the 
KIO. 

The KIO's lawyers are under- 
stood to feel the retrieval 
attempt will fail, however. The 
KIO c laims it is merely a 
shareholder, and not the 
owner, of GT. 

• Corporacion Banesto, the 
industrial holding owned by 
the Spain’s Banesto banking 
group, reported first- 
quarter pre-tax profits of 
Ptal47m CSl.Sbn). against a 
Pta4.6bn loss in the same 
period of 1992. 

The holding said turnover 
was down 30 per cent to 
Pta69.8bn and that the sharp 
turnaround was in part due to 
lowered debt servicing costs. 


results 


By Haig Slmoritan In Milan 


Chinese group buys HK stake 


By Simon Davies 
in Hong Kong 


CHINESE steel company 
Shougang has taken a 74 per 
cent stake in a fourth Hong 
Kong listed company, Kader 
Investment, for HKS582m 
i'US$75.3m). despite last week's 
tougher stance on back-door 
listings by Hong Kong’s regula- 
tors, 

Following the acquisition. 
Air Deng Zhifang, son of Chi- 
nese paramount leader Deng 
Xiaoping, will join the Hong 
Kong company's board of 
directors, underlining the high 
profile role China is now tak- 
ing in its future sovereign ter- 


ritory. Since the October 
announcement that Beijing 
would list nine mainland-regis- 
tered companies on the Hong 
Kong stock market, there has 
been an explosion in the num- 
ber of Chinese companies tak- 
ing an easier route, through 
back-door listings. 

In the eight months these 
nine mainl and companies have 
struggled to resolve legal and 
corporate obstacles to their 
Hong Kong notations. Chinese 
entities have taken stakes of 
more than 25 per cent in 12 
listed companies. 

The stock exchange said last 
week it was clamping 
down on companies circum- 


venting listing regulations by 
purchasing shell companies 
and injecting in privately-held 
assets. 

Shougang said that it would 
neither sell any “material” 
assets to Kader, nor change its 
focus from property invest- 
ment. 

Only days before the stock 
exchange decision, Shougang 
had announced a HKSi.8bn 
rights issue by another newly- 
acquired subsidiary, Tung 
Wing Steel 

The Kader stake was pur- 
chased from the Ting family 
and the family's toy manufac- 
turing company Kader Hold- 
ings. 


Ahold acquires 
Portuguese 
store chain 


Singer in China hire-purchase venture 


By Simon Davies 


ALMOST a century and a half 
after it pioneered the hire pur- 
chase si-stem in the US. the 
Singer sewing machine group 
is to try the same idea in Chi- 
na's booming retail market 
Singer Credit, a company 
jointly owned by Singer and its 
Hong Kong-listed parent Semi- 
Tech (Global), has formed a 
hire-purchase joint venture 


company with China's largest 
savings bank, the Industrial & 
Commercial Bank of China 
(ICBC). 

The primary focus of Singer 
Trust & Credit (Shanghai) will 
be to develop sales for Singer's 
growing retail network in 
China, rather than to become a 
profitable business in itself. 
Singer will have opened 12 
retail outlets in China by the 
end of this year. 


Mr Shen Ruo Lei, president 
of the Shanghai Branch of 
ICBC, who attended yester- 
day’s signing ceremony, said: 
“This joint venture company is 
the first of this type [in China j 
and will become the forerunner 
of the hire purchase business 
in China." 

Consumer spending in China 
has been rising steeply, with 
retail sales up 25.4 per cent 
year-on-year in April. 


AHOLD, the Dntch super- 
market group, yesterday bol- 
stered its position in Portugal 
through the planned acquisi- 
tion of a 45-store supermarket 
chain with its Portuguese 
joint-venture partner. Jeron- 
imo Martins. writes^Ronald 
van de Krol in Amsterdam. 

The supermarkets, which 
operate under the names 
Modelo and Saco Cheio and 
which will be acquired from 
Sonae Distribuicao, have 
annual sales equivalent to 
FI 330m (5183mj. 

They will be integrated with 
Jeronimo Martins' main exist- 
ing supermarket chain. Pingo 
Doce, which currently has 40 
stores. 


These Secuntieshaving been sold, this announcementappears as a matter of record only. 
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Uni Storebrand back in the black , j q \ ! • 


By Karon Fossfl in Oslo 


I SNAM, the gas distribution 
subsidiary of Italy’s Eni 
energy and chemicals holding 
company, suffered a steep drop 
in net profits to L139bn 
($90. 79m) last year from 
L636bn in 199L 

As with Agip, the Em-con- 
trolled upstream oil and gas 
group which reported a sharp 
earnings decline last week. 
Snam’s profits were pulled 
down by Impact of the steep 
losses at EniChem, Em’s chem- 
icals subsidiary. 

EniChem, in which Snam 
and Agip have substantial 
stakes through the Sri holding 
company, recently reported 
losses of L1.560bn for 1992, 
more than double the amount 
lost the previous year. 

Snam, which is on the Ital- 
ian government's privatisation 
list, also blamed its profits 
drop on continuing losses in 
the mining and metaiurgy 
businesses. 

Group turnover fell slightly 
to Ll0,807bn from Lll,244bn 
in 1991, with a slight decline 
in sales of natural gas to 
48.1bn cu metres. 

Operating profits rose by 8.9 
per cent to L2,200bn 


UNI STOREBRAND, Norway’s 
•biggest insurer, yesterday- 
reported a first-quarter profit, 
before allocations, of NKrl50m 
($ 21 -8m), compared with a pro- 
forma loss of NKrlSlm in the 
same period last year. 

The group, which is produc- 
ing quarterly results for the 
first time, says its expects a 
good result for 1993 as a whole. 

The figures reflect consoli- 
dated results of Uni Store- 
brand. which is under public 
administration, and Uni Store- 
brand New, which was estab- 
lished following Uni's collapse 
last August 

Mr Per Terje Void, chief 
executive, attributed the 
improved performance mainly 
to subs tantial pains on securi- 


ties and lower interest rates. 

First-quarter net operating 
income for Uni Storebrand 
New was XKr5.8Sbu. No com- 
parative pro-forma Uni New 
figures were given. Uni New 
posted a first-quarter profit 
before allocations, of NKr209m. 

Uni did, however, give com- 
parative pro-forma 1992 figures 
for individual business units. • 
Life insurance business dou- 
bled first-quarter profit to 
NKrl.04bn from a pro-forma 
XKi512m. in spite of a fall in 
market share of 15 percentage 
points to 32.8 per cent Pre- 
mium income in the first quar- 
ter fell to NKrl.4Sbn from a 
pro-forma NKrliSbn. 

Non-life business posted a 
first-quarter profit of NKriFTm 
against a pro-forma loss of 
NKrllOm. Uni said this years 


figure included a charge of 
KKrl21m related to elaims. 
Premium income rose to 
NKrl.TSbn from NKrl-67bn. 

The stronger result Is mostly 
due to a transfer of NKrl05.7m 
in surplus reserves. 

International business lifted 
profit to NKi3im from a pro- 
forma NKr2im. Premium 
income remained at last year's 
level of NKrlbn. 

Mr Void said the interna- 
tional unit was undergoing a 
restructuring in which the 
scope of business would focus 
on reinsurance. 

• Kansallis-Osake-Pankki. 
Finland's leading commercial 
bank, yesterday launched a 
FM300m (854m) perpetual sub- 
ordinated bond issue in the 
domestic market to help 
strengthen its capital base. 


The move is part of a 
broader plan to raise FM2bn hi 
Tier Two capital on the domes- 
tic and international markets 
in the next few years, fbjbw. 
ing the bank’s recent success- 
ful FMlbn rights issue. Uke 
other Finnish banks. HOP has 
suffered heavy losses and its 
capital adequacy ratio’ has ; 
been badly eroded. 

The subordinated bonds are 
the first perpetual* to be 
issued by KOP. The coupon is 
1.4 per cent above 6-month 
Helibor for the first five years, 
1.90 per cent above 6-month 
Helibor for the next five y ears, 
and 2.4 per cent above 6-month ■ *' 
Helibor in subsequent years. W 

The issue price is lOo per 
cent and the subscription 

period runs from May 26 to 
June 24. 


Exchanges study services merger 


By Ronald van de Krol 
In Amsterdam 


THE AMSTERDAM Stock 
Exchange and the European 
Options Exchange (EOE) in 
Amsterdam plan to ask a con- 
sultancy firm to investigate a 
merger of their off-floor sup- 
port services. 

Coopers and Ly brand Man- 
agement Consultants will 
report on the findings in the 
autumn. The support services 
to be investigated will include 
legal advice, finan cial adminis- 
tration and accounting. 


The exchanges, which are 
eager to cut costs to remain 
competitive within Europe, 
'established a joint executive 
committee in 1991 to look into 
closer links. Reports appeared 
in the Dutch press recently 
saying that the bourse and the 
options exchange might be 
p lanning a full merger. Spokes- 
men for both rides, however, 
have played downed the sug- 
gestion. saying it was prema- 
ture. 

Both exchanges are prepar- 
ing for changes prompted by 
the dual necessity of reducing 


costs and bolstering competi- 
tiveness with rival exchanges 
in Europe. 

The EOE plans to alter its 
trading system to combine tra- 
ditional open-outcry floor trad- 
ing with a new computer 
screen option. The stock 
exchange plans to split the 
wholesale and retail segments 
of the market. 

The stock exchange in partic- 
ular is concerned about the 
loss of business to London 
where Dutch government 
bonds and, increasingly, Dutch 
shares are traded. 


Santander 
faces fresh 


tax inquiry 


By Tom Bums in Maebtd 


Dobson Park sells tool business 


By Peggy HoHmger in London 


DOBSON Park Industries, the 
UK mining equipment and 
industrial group, is withdraw- 
ing from the highly-competi- 
tive power tool industry with 
tbe sale for £7.Sm (Sl2m) of its 
lossmaking demolition ham- 
mer operation. Kango. 

Atlas Copco, the Swedish 
tools manufacturer, is to buy 
the Kango name and business, 
while High Speed Production, a 
private UK company, has 
agreed to purchase the divi- 
sion's machining and assembly 
operations. High Speed will 
then manufacture Kango prod- 
ucts for Atlas. 

Mr Alan Kaye. Dobson's 


chairman, said the group had 
decided it could cot compete 
against international giants 
such as Bosch of Germany. 

“Tbe scale of the people we 
were trying m compete with 
makes it difficult to keep up 
with the technology." he said. 
“Kan go's potential will best be 
realised as part of a larger 
group wi thin the power tools 
business." 

Kango, which just four years 
ago returned pre-interest prof- 
its of £2jrn. has suffered from 
the sharp downturn in the 
global construction industry. 
Last year, it incurred losses of 
£605.900. 

Dobson has been under pres- 
sure in other areas of its busi- 


ness and recently agreed to put 
its mining equipment division 
into a joint venture with a 
main rival to weather the UK 
coal crisis. 

For Atlas Copco. Europe’s 
largest air compressor manu- 
facturer. Kango represents 
another step towards its goal 
of increasing its presence in 
electric tools. Last year. Atlas 
purchased AEG Elektrowerk- 
zeuge, a German manufacturer 
of electric hand-held tools. 
Kango claims between 25 and 
30 per cent of the UK light 
demolition hammer market. 

Dobson will receive £6 .5m in 
cash upon completion, with the 
remaining £l.3m payable 
within one year. 


BANCO SANTANDER, the 
Spanish banking group, fees 
renewed investigations over a - 
tax avoidance scheme it alleg- 
edly pioneered, and has been 
ordered to put up Pta3.5bn 
($28.6m) as surety againri: pas- - 
sible fraud charges by the 
senior judge of Madrid’s mono- ^ 
tary court. 

The fresh embarrassment for 
Santander coincides with its 
launch of $l 95 m preferential 
shares issue in the US. This is 
the fourth such issue In 18 
months and completes a pro- 
gramme which wOl have raised 
a total of ?750m for the group. 

The ruling by a senior judge . 
of Madrid's monetary court 
reverses a decision taken in 
January when the court 
revoked a original PtaSbn bond 
order against the bank in con- 
nection with the same charges. 
Santander said yesterday it & 
would deposit the bond but T 
would appeal against the new 
r uling . 

In January, the court 
accepted Santander’s appeal 
that the bank could not be 
investigated over possible 
irregularities unless prior 
charges were brought against 
persons who had sought to 
avoid taxes by using the bank's 
services. 
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GTE sells telecoms lines 
to utilities group for $lbn 

Du kULU u. .. . 


By NJfcjd Taft In New York 

?7 E L largest local US 
telephone company, yesterday 
announced pfais ta ‘sell 
approximately 500,000 access 
unra m a total of nine states, 
to Citizens Utilities, a diversi- 
fied utilities group based in 
Connecticut, Car 51.1 bn In cash. 

The deal is part of GTE’s pre- 
viously-announced strategy of 
trading or selling domestic 
local -exchange properties. Last 
December, the telephone com- 
pany said that, “as a logical 
step following the merger with 
Center, it planned to discard a 
small percentage of these prop- 
erties, allowing it to concen- 
trate on core markets. 

At that stage, GTE said it 


planned to sell less than 5 per 
cent of its domestic access-line 
base, which then comprised 
more than 16m lines. 

The deal announced yester- 
day involves all of GTE’s local- 
exchange properties in Ari- 
zona. Montana, New York 
Tennessee. Utah and West Vir- 
ginia. it also includes a portion 
of GTE ’s interests in California 
(less than l per cent of the 
access lines there), Idaho 
(about 14 per cent) and Oregon 
(less than 2 per cent). It Is sub- 
ject to various regulatory 
approvals, and the transaction 
is unlikely to be fully com- 
pleted until 1994. 

GTE shares dipped $'/. to 
$34% before the close yester- 
day, while Citizens Utilities 


"B" shares were down by at 
$35%. 

Citizens, which like GTE is 
based in Stamford, supplies 
electric, gas, water, and tele- 
communications services to 
customers in 13 states. Tele- 
coms have accounted for about 
one-third of the group's reve- 
nues to date, and the utility 
currently operates all-digital 
local-exchange carriers in Ari- 
zona, California and Pennsyl- 
vania. 

“Two-and-a-half years ago, 
we told Citizens' shareholders 
that we planned to double the 
size of the company by 1996/' 
said Mr Leonard Tow, Citizens’ 
chairman. “This transaction 
goes a long way to meeting 
that goal” 


Campbell advances to $ 108 . 5 m 


By Nikki Taft 

CAMPBELL SOUP, the US food 
group, yesterday reported a 
rise in after-tax profits to 
$10&5m In the third Quarter to 
May 2, from 591.5m a year 
earlier. 

Sales during the three 
months rose by 6 per cent, to 
$1.63bn, mostly due to the first- 
time consolidation of Camp- 
bell’s ownership interest in 
Arnotts, the Australian biscuit 
company in which the US 
group has a 58 per cent stake. 

At the earnings per share 
level, the profits advance 
translated into a 19 per cent 
rise, to 43 cents. 

On a divisional basis, Camp- 


bell said operating profits in its 
North and South American 
divisions rose by 10 per cent, to 
8172.6m. In Europe an d Asia, 
there was a 14 per cent 
advance, to $9m. 

In the biscuit and bakery 
division, the inclusion of the 
Arnotts’ results lifted profits 
by 47 per cent to $23 ,9m - but 
Campbell said that, without 
Arnotts’, there would have 
been a 6 per cent decline due to 
certain start-up and new prod- 
uct costs. 

Campbell increased its stake 
in Arnotts to 58 per cent ear- 
lier this year after a bitterly- 
contested takeover battle, 
although it still lacks board 
control. 


The third-quarter figures 
bring after-tax profits for the 
first nine months to $l49^m, 
compared with $381.3m a year 
earlier, or 59 cents a share 
compared with $151. 

However, the current-year 
figures are struck after signifi- 
cant restructuring charges 
taken in the second quarter; 
Campbell said that without 
these items, net earnings for 
the first nine months were up 
by 18 per cent 

Campbell annn nnrgd in the 
second quarter that it was clos- 
ing two domestic frozen food 
plants and selling a number of 
unspecified businesses. These 
moves resulted in the $300m 
aftertax charge. 


Horrigan joins Liggett Group 


By Nikki Taft 

MR EDWARD Horrigan, who 
headed the large tobacco busi- 
ness at RJR Nabisco and was 
vice-chairman of the parent 
company ahead of the *25bn 
leveraged buy-out of the com- 
pany in 1989, Is reentering the 
cigarette business. 

The Liggett Group, now the 
smallest of the leading US ciga- 
rette manufacturers, whose 
brands include Chesterfield, 
Lark and Eve. announced yes- 
terday that Mr Horrigan had 
been appointed chairman and 
chief executive, with effect 
from May 24. 

Mr Horrigan - whose board 
positions include a directorship 
at USAir - quit RJR shortly 


after the Kolhberg, Kravis 
Roberts-led leveraged bid won 
control of RJR Nabisco. 

According to Barbarian at 
the Gate, the best-selling book 
on the bid tussle, Mr Horrigan 
demanded to either be chief 
executive of the company, or 
part company. He reportedly 
left with a $45.7m golden hand- 
shake, and acquired a candy 
business in Atlanta. 

Liggett, part of Brooke 
Group, has faced troubled 
times recently, with declining 
profits and falling market 
share. It announced the depar- 
ture of its chief executive and 
chief financial officer in 
January. 

At that stage, the company 
created an interim three- 


person “office of the chief exec- 
utive''. The team Included Mr 
Bennett LeBOW, nhatr mari of 
Brooke. 

Most recently, Liggett has 
stirred the already troubled 
waters of the US cigarette mar- 
ket by introducing a new dis- 
count brand. Eagle, which is 
stylishly-packaged and under- 
cuts rival products on -price. 

The introduction of Eagle 
came after Philip Morris, the 
largest US cigarette company, 
announced large price cuts in 
its full-priced brands, and both 
Philip Morris and RJR 
attempted to edge up prices of 
their discount brands, narrow- 
ing the price differential 
between the two segments of 
the market 


Mitel posts 
best profit 
for quarter 
in 11 years 

By Bernard Simon In Taranto 

* MITEL, the Canadian tele- 
phone equipment maker, has 
posted its best quarterly profit 
in 11 years. The result raises a 
question mark over the timing 
of British Telecom’s sale last 
June of its controlling stake in 
the Ottawa-based company. 

Mitel’s Improved perfor- 
mance is also reflected in a 
surging share price. Its stock 
was trading at C$3.40 on the 
Toronto exchange before the 
close yesterday, more than 
doable the wimriwinm or C$1.64 
per share which BT realised 
from the sale of its 51 per cent 
stake. 

Net earnings for the fiscal 
year to March 26 were C$2.6m 
(US$2. 06m), equal to a loss of 1 
cent per common share, com- 
pared with a loss of C$5. 7m, or 
12 cents, the previous year. : 
Sales rose by 4 per cent to 
C$423. 4m. 

Fourth-quarter earnings, 
however, were C$ll.9m. The 
improvement was partly due 
to favourable exchange rate 
movements and a C$3. 5m 
research grant from the Cana- 
dian government 
Mr John Millard, president 
cautioned that the fourth- 
quarter performance was 
unlikely to be repeated in the 
first half of this year. 

However, the company said 
that US sales of office switch- 
boards had picked up, and that 
its semi-conductor revenues 
had also risen sharply. 

A recent C$52m share issue 
has strengthened its balance 
sheet, leaving it with 
long-term debt of only C$26m. 

BT suffered a loss of at least 
C$256m on its seven-year 
investment in MlteL 

ITT Financial 
to raise $3bn 

ITT Financial, the financial 
services arm of the US con- 
glomerate ITT Corp, unveiled 
plans yesterday to raise up to 
$3bn through a debt offering, 
writes Patrick Harverson. 

In a shelf filing with the 
Securities and Exchange Com- 
mission, the company said it 
would use the proceeds from 
the issue of debt securities and 
warrants to purchase debt 
securities for general corpo- 
rate purposes. Including 
repaying existing debt and 
funding investments. 


Golden opportunities go begging 

Minorco’s plans for expansion are thwarted, writes Kenneth Gooding 

M R Hank Slack does to the obvious conclusion: that 
not try to hide his Western might offer Mlnorco 
disappointment As some of the action at Olympic 


M R Hank Slack does 
not try to hide his 
disappointment. As 
chief executive of Minorco, he 
was ready to spend about $lbn 
cash on two acquisitions aimed 
at turning his businesses into 
one of the world’s biggest min- 
ing groups. 

But both tantalising pros- 
pects slipped from Minorco’s 
grasp. 

Mr Slack's goal was to trans- 
form Minorco, until 1988 a 
sleepy offshore investment arm 
of the Anglo American Corpo- 
ration-De Beers group of South 
Africa, by reorganising its 
portfolio, shaking-up or turfing 
out existing operations and 
buying new ones. 

Many analysts suggest how- 
ever, that until recently the 
process has been painfully 
slow and not particularly 
impressive. Minorco’s market 
rating said It all: its share price 
has languished at a 30 to 40 per 
cent discount to asset values. 

The two big opportunities 
would certainly have changed 
market perceptions. Minorco 
was offered the chance to join 
the world-class copper produc- 
ers when British Petroleum 
agreed to sell it 49 per cent of 
the Olympic Dam mine in 
South Australia for $240m, plus 
$190m to repay loans. 

But Western Mining, we 
Australian group which m 
the majority stake In Olympic 
Dam, had preemptive ngh« to 
the BP stake. It kept Minorco 
in suspense for four months 
before deciding to exercise 
those rights. 

All might not be lost, now 
ever. Mr Hugh Morgan. mn*& 

ing director of Western, has 

S d a th ^W-a°r 


to the obvious conclusion: that 
Western might offer Minorco 
some of the action at Olympic 
Dam. 

Minorco’s other disappoint- 
ment was never made public. 
The group hoped to buy Gold 
Fields Mining Corporation, 
which has two gold mines - 
Chimney Creek in Nevada and 
Mesquite in California - from 
Hanson, the Anglo-American 
conglomerate. 

GFMC would have been 
merged with Minorco’s Inde- 
pendence Mining subsidiary, 
which also operates in Nevada, 
to become one of North Amer- 
ica’s top 10 gold producers. 

Hanson opted instead for an 
asset swap, handing over 
GFMC to Santa Fe Pacific in 
exchange for the US group’s 
coal and aggregate operations. 
Bach set of assets were esti- 
mated to be worth about 
$500QL 

Mr Slack says Minorco is 
still looking for more gold 
opportunities, but that “the 
prices being asked are still 
very fancy”. 

Most analysts suggest 
Minorco paid a “fancy" price 
indeed for Independence Min- 
ing, which it bought for $705m 
from Freeport MicMoRan of the 
US in 1990. There was, how- 
ever, an important reason. 

Minorco started down its 
new strategic road in 1908 by 
inairfng a $3.5bn hostile bid for 
Consolidated Gold Fields of the 
UK. Minorco owned 29.9 per 
cent of Gold Fields and accep- 
tances took its holding to more 
tban 50 percent. 

However, a New York judge 
blocked the takeover, citing 
Minorco's South African own- 
ership and Anglo's liking for 
cartels. Minorco gave up the 
Gold Fields battle, leaving the 
way clear for Hanson. 

Minorco collected $l.Bbn 
cash for its Gold Fields shares. 
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Hank Slack: 'prices being 
asked still very fancy 1 

However, because of the New 
York ruling, it apparently had 
no way of spending it in the 
US. 

This proved not to be the 
case when Minorco was given 
the go-ahead to buy Indepen- 
dence. 

Mr Slack admits Indepen- 
dence's financial performance 
has been disappointing, but 
cost-cutting Is under way. This 
includes dismantling the Inde- 
pendence board and the conse- 
quent streamlining of Minor- 
co's cumbersome US 
management structure. 

T here has also been a 
wider management 
shake-up at Minorco, 
which effectively had three 
managing directors: the origi- 
nal “Young Turks" who per- 
suaded Anglo that Minorco 
should change its style and 
mount the offensive against 
Gold Fields. Now Mr Tony Lea 
is being recalled to Anglo's 
headquarters In Johannesburg 
and Mr Roger Phillimore 
resigned because he lost the 
contest for the chief execu- 
tive's job. 

These changes, however, 
have not diminished Minorco's 
appetite for acquisitions, hi the 
past seven months it has spent 
about $337m on four deals: 
jointly with Anglo it paid 
$19Qm for one-third of the Col- 
lahuasl copper project In Chile; 
on its own account it paid 
S66m for a half-share in the 
Lisheen zinc deposit in Ireland; 
it paid £55m (584.7m) to buy 
Steetley Iberia from Redland, 
and SS0.6m to swap an indirect 


interest in Johnson Matthey, 
the UK platinum marketing 
group, for a 10 per cent direct 
stake. 

Steetley, which operates 14 
quarries and gravel pits as well 
as 21 ready-mixed concrete 
plants In Spain, is being 
absorbed Into Minorco's indus- 
trial minerals division, built up 
in the past two years entirely 
by $340m-worth of acquisitions. 

Minorco bought the Johnson 
Matthey shareholding from 
Charter Consolidated, the UK 
industrial group over which ' 
Minorco - and therefore Anglo | 
- has considerable influence 
via a 36 per cent shareholding. | 

Minorco's (and Anglo’s) main 
Interest was always Johnson 
Matthey. Now that Minorco 
has a direct shareholding in 
JM, it has no reason to retain 
the Charter stake. 

Some analysts expect Char- ! 
ter to buy its own shares back 
from Minorco and thus break . 
free from the Angio-MInorco ! 
influence. Mr Slack says it is 
up to Mr Jeff Herbert, Char- 
ter's managing director, to 
make the r unning . 

Minorco will sell Terra, a 
non-core US subsidiary which 
produces and distributes agri- 
cultural products, but not 
while today’s depressed market 
persists. 

Terra, along with the Hud- 
son Bay Mining and Smelting 
company in Canada, was part 
of the inaptly-named Inspira- 
tion Resources, and already in 
Minorco’s p re 1988 portfolio. 
The Hudbay copper-zinc-nickel 
business is not world-class and 
Minorco is having trouble get- 
ting it into shape. 

Minorco now has direct 
interests in two of the world's 
three big platinum marketing 
companies. Apart from 10 per 
cent of Johnson Matthey It 
owns 30 per cent of Engelhard 
in the US. Mr Slack says an 
Important aspect of the deal 
with Charter is that Minorco | 
now has more flexibility if at 
any time it. wanted to increase 
its interest in either of these 
groups. 

He says Angto-De Beers still 
wants to reduce its combined 
60 per cent holding in Minorco 
to more like 50 per cent in the 
longer term. But not while 
Minorco's shares are at such a 
substantial discount to its 


Chem i cal wins debt trade approval 


By Patrick Hanrareon 
in New York 

CHEMICAL Banking has 
received permission from the 
Federal Reserve to underwrite 
and sell corporate bonds 
through its securities arm. 

ft is the fifth trading US com- 
mercial bank to be granted 
debt underwriting powers, 
after J.p. Morgan, Citicorp. 
Bankers Trust and Chase Man- 
hattan. Several big foreign 
banks have also been allowed 
Into the business, Including 
Union Bank of Switzerland and 
Industrial Bank of Japan. 

Traditionally, the commer- 


cial banking and securities 
businesses have been kept 
apart in the US. In recent 
years, however, the Fed has 
exploited loopholes in the 
Glass Steagal Act, the depres- 
sion-era legislation that 
enshrined the separateness of 
banking and securities busi- 
ness, to allow a few well- 
capitalised banks to operate In 
the corporate debt markets. 

However, the banks are not 
allowed to derive more than 10 
per cent of gross revenues 
from underwriting and dealing 
in certain corporate debt secu- 
rities for two years. 

Chemical hopes to build a 


presence in the corporate debt 
market to go alongside its dom- 
inant presence in the bank 
loan market. It has already 
arranged $33bn of loans this 
year, making it by for the big- 
gest lender among US banks. 

Initially, the bank, through 
its Chemical Securities subsid- 
iary, will concentrate on sell- 
ing high-yield debt, where the 
underwriting fees are higher 
than on investment-grade debt. 
Because of its dominant share 
of the bank loan market, 
Chemical believes It has a 
large client base among likely 
issuers of junk bonds. 

The Fed's decision was not 


Parker & Parsley sues bid rival 


By Patrick Harverson 

PARKER & Parsley, the US 
energy group which last week 
agreed to pay $448m for Pru- 
dential Securities’ troubled 
energy investment partner- 
ships, is suing Louis Dreyfus 
Natural Gas, a rival US energy 
company which has submitted 
a higher bid for the partner- 
ships, for attempting to inter- 
fere in the transaction- 
Graham Royalty, which was 
a general partner in the loss- 
making partnerships with Pru- 
dential, is also named as a 
defendant in the lawsuit 


Parker claims Dreyfus “mali- 
ciously interfered” with the 
merger agreement between 
Parker and Prudential and that 
Graham Royalty breached the 
merger agreement and commit- 
ted conspiracy and fraud by 
negotiating with Dreyfus. 

On Monday, Prudential 
agreed to sell its partnerships 
to Parker for $448m but a few 
days later, under pressure from 
investors in the partnerships, 
it was forced to reveal that a 
counter-offer worth $510m had 
already been made by Dreyfus. 

At the time, Prudential said 
it did not accept the higher 


offer because there was not 
enough information in the bid. 
Prudential has since said it 
would consider the bid once 
Dreyfus had provided a full fin- 
ancing commitment for its 
offer, which Dreyfus said it 
would provide in the next 
week. 

The affair is bring watched 
closely by Investors in the Pru- 
dential energy partnerships. 
After the partnerships racked 
up big losses in the late 1980s, 
the investors sued Prudential 
for allegedly misleading them 
over the risks involved in buy- 
ing into the partnerships. 


Speculation over Upjohn succession 


By Karan Zagor in New York 

UPJOHN, the US pharma- 
ceuticals group, has announced 
a series of organisational 
changes which provoked spec- 
ulation about who would take 
charge of the company follow- 
ing the recent death of its 
chairman and chief executive, 
Mr Theodore Cooper. 


The company made a num- 
ber of senior appointments, but 
did not name a chief executive 
or chairman. 

Mr Ley Smith, president and 
chief operating officer, pre- 
sided over Upjohn's annual 
shareholders meeting. 

Mr Smith was named acting 
chief executive in April. He 
will continue in that office 


until the board appoints 
a successor to Mr Cooper. 

Mr Smith said Upjohn would 
strive to have 1994 earnings at 
the same level as in 1993, but 
did not expect real earnings 
and sales growth before 1995 
when "the first real revenue 
impact from our new break- 
through products should begin 
to occur." 


unexpected. After last year’s 
merger with Manufacturers 
Hanover, Chemical became the 
third-largest US bank, with 
consolidated assets of $147.5 bn, 
and has one of the strongest 
capital b a ses in the industry. 

Although Chemical had 
begun to hire staff with experi- 
ence in the debt markets in 
anticipation of Fed approval, 
the bank is ex pected to hire 
some traders and bankers who 
specialise in junk bonds. The 
main task facing the bank is to 
assemble a sales force to dis- 
tribute the corporate bonds it 
underwrites to institutional 
investors. 

Power Corp 
studies US 
investments 

By Robert Gibbons In Montreal 

POWER Corp of Canada, with 
nearly C$lbu (US$700m) of 
cash and short-term invest- 
ments, is considering several 
new projects in the US, says 
Mr Paul Desmarais, chairman. 

In all. Power Corp and Par- 
gesa, the jointly-owned Euro- 
pean holding company, have 
cash resources totalling 
C$2.5bn and very low debt, Mr 
Desmarais said. 

“We’re making satisfactory 
progress reinvesting these liq- 
uid resources, and areas of 
interest also take in Europe, 
Asia and Latin America.” 

Power Corp plans a joint- 
venture industrial park in 
China and later may enter the 
life insurance business there. 

Its first-qnarter net profit 
fell to C$29.6m, or 23 cents a 
share, from C839.2m, or 30 
cents, a year earlier. The 
decline was mainly due to 
reduced special gains on Par- 
gesa asset sales. 
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We’re involved in both. As llte need Tor advanced 
communications grows worldwide. Southwestern 
Bell Corporation is growing internationally to meet 
it We’re now the 93rd largest company in the world, 
doing business on five continents. And a Few islands. 

We’re in Mexico, where we have controlling interest 
in TeleFonos de Mexico with our partners, Grupo 
Carso and France Telecom. Over the next four years, 
Telmex is investing nine billion dollars in cellular 
and other network upgrades. 

We’re in llie U.IL, where we provide cable-television 
and telephone services to eight markets. That mokes 
us one of die Lop three cable providers in the country. 

We’re in Australia, as partners in Pacific Access, a 
company which produces, distributes, and markets 
Yellow Pages directories. 

We're in Israel, where our interests are In cable net- 
works, telephone directories, and directory software. 


And in llie U.S* we provide more than 10 million 
people witli cellular communications and network 
telephone service and equipment 

From wireless personal communications to ad- 
vanced fiberoptic networks, we have the technology 
to help people communicate better around the 
world. IL’s nice to Teel welcome in so many places. 
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INTERNATIONAL COMPANY NEWS 


Woolworths aims for A$2.45bn 


By Bruce Jacques in Sydney 


WOOLWORTHS. the Austra- 
lian retailing group, will go 
public next month in the coun- 
try’s biggest corporate flota- 
tion. seeking up to AS2.4Sbn 
(US$1.69bn)without an under- 
writer. 

The chairman of Wool- 
worths, Mr Paul Simons, 
launched the long-awaited flo- 
tation yesterday, with forecasts 
or continued strong earnings 
and sales growth, against the 
national retailing trend. 

Mr Simons ended months of 
speculation, revealing that the 
flotation would offer lbn 
shares at a price between 
A$2.15 and A$2.45, to be deter- 
mined by an institutional ten- 
dering process. 

The flotation will be in four 
parts, with the biggest propor- 
tion of nearly 49 per cent 
offered on a non-renoonceable 
basis to shareholders in Wool- 
worths' parent companies, 
Adelaide Steamship, David 
Jones, and Tooth and Co. 
These companies were all for- 
merly part of the corporate 
empire run by Mr John Spal- 
vins. 

A further 30 per cent of the 
shares will be offered to insti- 
tutional investors, 1 per cent 
will be reserved for staff, and 
the rest will go to individuals. 

Shares not taken up in either 
the entitlement or employee 
offers will be available to insti- 
tutions or the public. Mr 
Simons said the public offer 
would begin on June 9 and 
remain open for one month. 



Paul Jones: forecasts continued strong growth against the national trend 


Trading in Woolworths 
shares is expected to begin on 
July 12 on a deferred delivery 
basis, representing the first 
time the Australian Stock 
Exchange has allowed trading 
to begin before scrip delivery. 

Despite strong publicity sur- 
rounding the flotation, some 
observers were surprised at the 
lack of both an underwriter 
and rights trading, especially 
as the vendors were forced to 
delay the flotation in 1992 after 
share markets weakened. 

The prospectus states that if 
applications, bids and indica- 
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lions of interest are not 
received for all of the shares 
offered, "the vendor has 
resolved that the sale of shares 
will not proceed”. 

Mr Simons said yesterday 
that the board predicted a 14 
per cent advance in Wool- 
worths’ earnings before inter- 
est and tax to A$27&9m for the 
current year and a further 11 
per cent rise to A$3102m for 
next year. 

After-tax earnings were fore- 
cast at A$166J3m in the current 
year, rising to A$l8&5m next 
year, representing a prospec- 


tive price-earnings multiple of 
just over 13 at the highest pos- 
sible flotation price of AS2.45 a 
share. 

The prospectus forecasts a 
final dividend of 6 cents a 
share this year and an annual 
dividend of 12 cents a share 
next year, representing a yield 
of just under 5 per cent at the 
maximum flotation price. 

A forecast pro-forma balance 
sheet estimates core debt of 
the floated entity at A$258m, 
rising to AS333m by mid-1994. 
Bank credit facilities totalling 
AS420m have been arranged. 


Product recalls hit 
Matsushita offshoot 


By Robert Thomson 


MATSUSHITA Refrigeration, 
the home refrigerator subsid- 
iary of the Matsushita group, 
yesterday reported a net loss of 
Y28.9bn ($259m). after having 
been forced to book extraordi- 
nary losses for the recall of 
defective products. 

The loss, coming after a 
profit of Y4bn in the previous 
year, was the first since its list- 
ing in 1965, and was cited as 
one of the causes for the recent 
boardroom reshuffle in the par- 
ent company. 

Sales for the year slipped 13 
per cent to Y176bn, as domestic 
demand for refrigerators and 
other consumer goods was 
unusually weak. 

But the most important rea- 
son for the red ink in the year 
ended in March was a special 
charge of Y31.4bn linked to the 
recall of about 420,000 refriger- 
ators with flawed compressors. 
As a result, executive bonuses 
are to be cut by 30 per cent this 
year. 

The company, which also 
makes vending machines and 
air conditioners, managed a 
pre-tax profit of Yl45m, but 
there was an operating loss 
Y4.6bn. 

For the current year, the 
company expects a pre-tax 


profit of Y3.5bn on a 5 per cent 
increase in sales to Y167bn. 

• Makita, the leading Japa- 
nese maker of electric tools, 
said pre-tax profit fell 6 per 
cent to Y12.6bn in the year 
ended in March, while sales 
fell -L5 per cent, the first fall in 
30 years. 

The company blamed the 
appreciation of the yen and the 
slowing of the domestic econ- 
omy for the downturn in sales, 
which totalled Yl23bn, while it 
has also been troubled by a US 
anti-dumping action on Japa- 
nese hand tools. 

Makita is particularly vul- 
nerable to currency fluctua- 
tions as it exports about 65 per 
cent of its output, though the 
company has been expanding 
its production bases in the US 
and Brazil. 

Demand is strongest from 
the rapid growth countries of 
south-east Asia, but the com- 
pany expects that sales this 
year will fall 12 per cent to 
Y 108 bn, while pre-tax profit is 
forecast to fall 35 per cent to 
Y82bn. 

Consolidated sales were 0.8 
per cent higher at Yl78.9bn, 
and pre-tax profit was down 5.7 
per cent at Y2Q2bn. It expects 
a fall of 5 per cent in sales and 
about 26 per cent tn profit this 
year for the group. 


Yamaha 
plunges 
58.7% to 
Y2.8bn 


By Robert Thomson in Tokyo 


YAMAHA, the world’s hugest 
maker of musical i nstrum ents, 
yesterday reported a 55-7 per 
cent plunge to YSLSbn (S25m) 
in pre-tax profits, prompting 
the victors in a recent board- 
room coup to intensify a 
restructuring programme. 

Sales during the year ending 
in March fell 14 per cent to 
Y330bn. However, the com- 
pany estimated that the fall 
was only 3.9 per cent if 
the transfer of its housing 
equipment division to a sub- 
sidiary was taken into 
account 

However, sales of most 
mainstream products, includ- 
ing pianos, electronic instru- 
ments, and sports equipment, 
were lower, and the company 
said the fall in interest rales 
during the period reduced 
financial income. 

Three generations of fondly 
rule at Yamaha ended in 
March when Hr Hiroshi 
Kawakami, the grandson of 
the founder, was removed 
from the board after the com- 
pany’s union demanded that 
executives took responsibility 
for deteriorating profits. 

Profits have slipped for 
three successive years, and the 
company is expecting the foil 
to continue this year, forecast- 
ing a pre-tax profit of YZ5hn, 
down 10 per cent, cm sales of 
Y336bn, a slim 1.6 per cent 
higher. 

The company's labour union 
may have played an important 
role in ending the reign of the 
Kawakami family, but one of 
the new leadership’s most 
pressing tasks is to cut the 
workforce. 

• Aiwa, the audio equipment 
maker, reported a 33 per cent 
fall in pre-tax profit to Y2L9bn, 
in spite of an 11 per cent 
increase in operating profit, 
with the difference due to 
exchange rate losses 
and reduced financial 
income. 

Many Japanese companies 
are reporting for higher falls 
in pre-tax profits than in oper- 
ating profits, reflecting the 
past reliance on income from 
financial engineering, which 
has become more difficult in 
the face of falling interest 
rates and collapsing stock 
prices. 

Sales at Aiwa rose &8 per 
emit to Y161.6bn, including a 
3.5 per cent increase in audio 
equipment sales and a 25 per 
cent rise in sales of video 
equipment, which accounted 
for about 17 per cent of total 
sales. 

Domestic sales fell by almost 
5 per cent, but exports were 10 
per cent higher, due to strong 
demand from east Asian coun- 
tries. 

For the current year, Aiwa 
forecast a pre-tax profit almost 
unchanged at Y3bn on sales of 
Yl70bn, a 5 per cent increase 
on last year. 


Troubled Honda seeks a » 
mas s market formula 


Michiyo Nakamoto reports on moves to escape a niche 


W HEN officials of 
Honda assemble 
today at the compa- 
ny’s headquarters in Tokyo’s 
fashionable Aoyama district to 
unveil a new passenger car, 
they will be investing more 
hope *t IHT1 usual in their latest 
offering to help reverse the 
company’s sagging fortunes. 

Honda has just announced a 
32 per eent decline in pre-tax 
profits and a 61 per cent foil in 
net income for the year to 
March, and warned that trad- 
ing in the current year was 
likely to be at least as bad. 

The Japanese motor manu- 
facturer, which began produc- 
tion at a new factory in the UK 
autumn, expects demand 
to remain weak in its main 
markets and the yen’s sharp 
apprec iation to result in a 40 
per cent decline in consoli- 
dated net income this year. 

Honda officials do not see 
light at the end of the tunnel 
yet, and are battening down 
for a tumultuous year a h ea d. 

Capital investment is being 
kept at about half the level of 
its 1990 peak, profit-related 
bonuses for board members are 
being cut by 10 per cent, and 
recruitment of graduates will 
be nearly halved next April 
These steps come in addition 
to a restructuring programme 
introduced three years ago 
which has already streamlined 
operations and cat costs signif- 
icantly. Bat these defensive 
measures, while effective in 
getting the company into bet- 
ter shape to meet the chal- 
lenges of a severely depressed 
and increasingly competitive 
motor industry, have foiled to 
solve Honda's overriding prob- 
lem - its inability to make suffi- 
cient profits on cars. 

Operating income from car 
production last year declined 
by 62 per cent to Y49.2bn 
fS443m) and the outlook for 
improvement does not look 
pro mising . Income from cars is 
now only slightly more than 
that from motorcycles. 

Honda, once a symbol of Jap- 
anese innovation and a com- 
pany that built America’s most 
popular car for the three yean 
until the last, increasingly 
seems to have everything 
going against it 
In the US. where it has had 
spectacular success with its 


mass- market Accord, the pros- 
pects remain uncertain for all 
car manufacturers and for 
Honda in particular. 

It has been losing market 
share in the US where it esti- 
mates its slice has fallen from 
9.8 per rent in 1991 to 9J3 per 
cent last year and 7.5 per cent 
in the first four months of 1993. 
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Competition from a revital- 
ised and much stronger “big 
three”, as well as from its Jap- 
anese competitors, has intensi- 
fied. Last year, Honda’s Accord 
lost the title of best-selling car 
to Ford’s Taurus. 

Tim Accord, its main profit- 
earner, is due for a model 
change later this year and, like 
any car coming to the gnd of 
its model cycle, has been sell- 
ing less well than in the past 
At the same time, the com- 
pany, which is 67 per cent 
dependent on exports for reve- 
nues, is being battered by the 
sharp appreciation of the yen. 

The yen’s rise in the year to 
March shaved Y70bn off its 
revenues. While unit sales of 
cars in North America declined 
nearly 17 per cent, in value 
terms they were 47 per cent 
down at Yl,542bn, after foiling 
52 per cent in 1991-92. 

In the domestic market, 


where car sales fell nearly 8 

per cent, Honda faces the same 
problem with its Accord, whidi 
saw sales foil by about 29 per 
cent last year. 

Honda’s problems lie largely 
from its dependence ontbeus 
market and a narrow product 
range that stems from its oti. 
gins as a niche market manu- 
facturer. 

These qualities served It weH 
■when demand in the US mar.^ 
ket was firm and the hugepop.^ 
ularity of the Accord made up 
for its relative lack rf other 
offerings with mass appeal . . 

But they haveL been a big 
stumbling block as changes m 
the US market, the high yen 
and increased competition 
have eroded what advantages 
it had as a focused company 
with a head-start over other 

Ja panes e manufacturers, 

Honda is hoping that the 
launch of new models, such as 
the mid-range Integra which is 
being unveiled today, and a 
new Accord later this year, 
will help stimulate demand. • 

It believes it has a formula 
for success in cost-cutting mea- 
sures which have helped it to 
add value to products without 
adding to the price. 

Honda is also confident dm 
restructuring will begin to" 
show results ahead of others ta 
the industry. The mo torcy c le - 
division, for example, has dou- 
bled operating income to 
Y45.3bn since it was made a 
separate business division. - - 

But that cannot make 19 for 
the foil in car revenues as foe 
unit price of motorcycles Is so 
much smaller, says Mr Koji 
Bndo, an analyst at SG War- 
burg. “Honda is not a full-line 
mater, but neither is it a niche 
manufacturer any longer,". Mr 
Endo says. Its current size 
means that “it probably can’t 
go back to being a nich# 
player”. 

If so, Honda’s chances of 
making a comeback depend 
Largely on whether it can hold 
its own against its big rivals. 

That, Mr Endo believes, 
depends to a large degree on 
whether the new Accord, Jts 
most popular mass market car 
and main profit earner, can 
attract enough demand after it 
is launched this autumn to off- 
set what is expected to be a 
very slow period until then. 


Japanese textile groups under pressure 


By Robert Thomson 


KURABO Industries, a leading 
Japanese textile company, 
reported an 67.5 per cent foil in 
pre-tax profit to Y230m for the 
year to March, reflecting the 
harsh times facing the indus- 
try. which is under assault 
from imports from China and 
other Asian countries. Sales 
fell 9.6 per cent to Y1305bn. 

The company is hoping prof- 
its will increase to YBOOm this 
year butadmita thgt sales will 


be flat A rationalisation pro- 
gramme will continue in an 
attempt to increase profits. 

The company is attempting 
to diversify into areas such as 
information systems and chem- 
icals, but the slowing of the 
Japanese economy has put 
these businesses under 
extreme presure. 

Meanwhile Shfltibo. a cotton 
spinner, reported a pre-tax loss 
of Y4.4bn, less than the previ- 
ous period’s loss of Y5.4bn, but 
another sign of the distress in 


the industry, which is pressing 
the government to impose con- 
trols on imports. 

Six members of the Shikibo 
board have resigned and new 
heads appointed for its prop- 
erty, textile, industrial mate- 
rial, and. business development 
divisions. The board was cut 
from 14 to 10 members. 

Sales were down 1L8 per 
cant to Y68.4bn, and are fine- 
cast to foil further to Y64bn 
this year. A pre-tax loss of 
Y3bn is expected. 


This advertisement is issued in compliance with the requirements of the International Stock Exchange of 
the Unired Kingdom and the Republic of Ireland Limited. !r does not constitute an invitation to any 
person to subscribe for or purchase any securities of Shanghai Fund (Cayman) Limited. 

Application has been made to the International Stock Exchange of die United Kingdom and the 
Republic of Ireland Limited (“the London Stock Exchange") for the Warrants to be issued to 
Shareholders as described in the Circular to Shareholders dated 19 May, 1993 and for the Participating 
Shares to be allotted pursuant to the exercise of die subscription rights attached to the Warrants to be 
admitted to the Official List. It is anticipated char the listing of rhe Warrants will become effective and 
that dealings will commence on 2 July, 1993. No application has been made for die Warrants to be 
listed on any ocher stock exchange. 
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(an exempted company incorporated unth limited liabdity under the laws of the 
Cayman Islands with registered number 394296) 


Issue of up to 353,200 Warrants following payment of the 
second and final instalment of US$ 5.00 per share 
on the issued Participating Shares of US$ 0.01 each 


Issued Share Capital 

(Assuming exercise of 353,200 Warrants) 


Number of Shares Issued 


Founder of Shares of USS 1.00 each 
Participating Shares of USS 0.01 each 


100 

2,119,200 


Parnculors of the Company will be included in the Companies Fiche Service available from Excel 
Financial Services Limited, 37-15 Paul Street, London EC2 from 3.00 pm on 20 May, 1993. Copies of 

j T°f? r m '" are holdeis dated 19 May, 19 93 comprising listing particulars relating to the Warrants 
described herein may be obtained during normal business hours on any weekday (Saturdays excepted) by 
coflection from the Companies Announcements Office of the London Stock V«ehan F , Stock Exchange 
Tower, Capel Court Entrance, off Bartholomew Lane, London EC2 up to and including 24 May, 1993. 
Copies may also be obtained during normal business hours on any weekday (Saturdays excepted) up to 
and including 5 July, 1993 from Financier® Indosuex Limited, No. 1 London Bridge, London SE1 9TJ 
(a member of The Securities and Futures Authority Limited). 
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Gilts perforin strongly after a stream of good news 

By Jane Fuflor (n ” 


By^rw Fuller In London and 
Harverson bi New York 

ACONPLtENGE °f good aero 
drove UP the UK government 
bond market, with gilts in the 

«*» area performing 

particularly strongly. 

The welcome given to Tues- 
day s Bank of England 
announcement on the E3bn 
auction carried over into yes- 
terday morning's trade. Then 
weak retail sales figures for 
Apnl a monthly PSBR total at 
the low end of expectations 
and the strengthening 
pound alj fuelled further 
advances. 

government 

BONDS 

More good news is expected 
in the labour market data - a 
resumed rise in unemployment 
is forecast plus positive figures 
for labour costs - and in 
tomorrow’s release of the retail 
prices index. 

The consensus forecasts on 
the RPI are for an historically 
low "headline" rate of 15 per 
cent and just over 3 per cent 
for underlying annual growth. 

This chimes with Rnngiiinp 
comments on inflation in the 
Bank of England’s quarterly 
survey. 


GBtfi responded with a half , 
pomt rise at the longer end, 
botabty the 8'A per cent due 
2007. 

The “when issued" price of 
the auction stock - 7V, per cent 
due 2006 - gained just over % 
of a point to close at 30 A partly 
paid (95* all in). 

■ BY CONTRAST, it was a 
□ad day for the German gov- 
ernment bond market. 

The Yes vote in the Danish 
referendum set t he background 
for further weakening of Ger- 
many's safe-haven image and 
continued outflows of cash to 
the high yielders. 

However, the body blow to 
bunds came with the April M3 
money supply figures, which 
leapt 7.3 per cent - well 
beyond expectations and the 
Bundesbank's 65 per cent tar- 
get ceiling. 

After this shock, a little com- 
fort was drawn from the cen- 
tral bank's decision not to 
lower either of its key interest 
rates. 

This was seen as giving some 
support for the sagging 
D-Mark. 

Another problem was the 
string of recent issues in the 
10-year area. 

The latest, this week's ERP, 
was reported to be difficult to 
sell. One economist com- 
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mented that investors were 
waiting for the yield on 10-year 
stock to rise to 7 per cent 

■ NOT surprisingly, one of the 
main beneficiaries of bund 
weakness was Denmark, where 
there was also a 1 point cut in 
the discount and repo rates to 
855 per cent and 8.75 per cent 
respectively. 

The uplift in government 
bonds saw the yield spread of 
Danish 10- year bonds over 
bunds foil to 61 basis points. It 
has come down from 85 basis 
points little more than a fort- 
night ago. 

The Italian market made fur- 
ther gains, still buoyed by 
news of rapid withholding tax 
rebates and budget deficit 
cuts. 

With the yield spread over 
bunds still higher than at the 
time of the Danish No vote last 


June, further gains were seen 
as a possibility. 

■ US TREASURY prices were 
little changed in light trading 
yesterday morning as inflation 
fears continued to hold buyers 
in check. 

By midday, the benchmark 
30-year government bond was 
down g at 101, yielding 7.041 
per cent At the short end of 
the market, the two-year note 
was unchanged at 99H, to yield 
4.026 per cent 

After two days of yield 
curve-steepening, with yields 
holding steady at the short end 
but rising significantly at the 
long end, the market settled 
down yesterday. 

Prices at the long end eased 
slightly in the opening hours, 
primarily in reaction to an 
unexpected jump in imports 
revealed in the March 
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merchandise trade report 

The rise in imports raised 
fears that domestic demand 
might be surging, although 
analysts later attributed much 
of the rise to stronger demand 
for petroleum products. 

B AFTER Tuesday's torrid 
selling of Japanese government 
bonds, the market had a much 
calmer day. 

However, buyers continued 
to sit on their hands in Tokyo 
trading, leaving the September 


ftitures contract to weaken to 
106.08 from 106^4 and giving 
little support to the No 145 10- 
year cash benchmark, which 
closed at 4.665 per cent. 

In London trading there was 
some recovery as the yen 
strengthened against the dol- 
lar. 

On a positive note, the Bank 
of Japan relieved shortages in 
the money market, which 
along with a decline In over- 
night money rates scotched 
talk of interest rate rises. 


Denmark three-year issue struggles in spite of Yes vote 


0::& 


By Tracy Corrigan 

DENMARK’S hopes of 
a wave of enthusiasm follow- 
ing Tuesday’s Yes vote on the 
Maastricht treaty were dashed, 
due to the widespread percep- 
tion that the Kingdom's 
Ecu2SQm three-year issue was 
priced too tightly. 

INTERNATIONAL 

BONDS 

The deal, arranged by Mor- 
gan Stanley, offered a yield of 
seven or eight basis points 
below the yield of the UK's 
three-year Ecu notes. 

Given that the UK is a AAA 
credit, while Denmark’s debt is 
a notch lower at AA1/AA+, the 
issue was considered over-ag- 
gressive, even though the 
target audience of European 
retail investors often focus on- . 
coupon rather than yield 
spread. 


However, Morgan Stanley 
pointed out that the UK notes 
were trading at a premium of 
several points to their par 
value, which for three-year 
paper represented several basis 
points in yield. 

However, the pricing was not 
the only problem: the Ecu 
bond market, instead of rally- 
ing on the news of the referen- 
dum result, appeared to have 
folly discounted the event, and 
was hit by a brief spell of prof- 
it-taking. 

A number of banks turned 
down invitations to underwrite 
the issue. They described the 
deal as "far too tight” and 
“the last thing the market 
needed”. 

However, Mr Michael Dee, 
head of debt syndicate at Mor- 
gan Stanley, defended the 
decision to launch the 
issue. 

“The Ecu market continues 
to be technically in good 
shape, and we are confident in 


doing a deal that others con- 
sider aggressive,” he said. 

He added that he expected 
the deal to be placed with con- 
tinental European retail inves- 
tors. 

Denmark is using the pro- 
ceeds of the offering to refin- 
ance an existing Ecu250m issue 
of 7% per cent bonds due 1996, 
which are now callable. 

In the sterling convertible 
bond market, Allied Lyons' 
9200m issue of subordinated 
convertible bonds met reason- 
able deman d from continental 
European investors, who have 
been the mainstay of the 
recent increase of activity in 
the market 

The conversion price, set at 
622p, 175 per cent above the 
current share price, was 
in line with other recent offer- 
ings. 

However, dealers said tbat 
the wave of supply in the sec- 
tor had eroded some of 
the Initial enthusiasm, which 
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8.75 100.0580 Jun.1996 0.1875R 


fiOObn zero 3724 Jun4003 125 


12 101.7 JufLlBSS 1275 


Morgan Stanley MIL 
1M1 Bank Luxembourg 


Find terms and non-cabbie unless stated. The yield sprawl (over relevant government bond} at launch is suppAed by the lead 
rnsnagar. SConuertibis. ^Boating rale note. OSerri-winuaJ coupon. R: bead m-oflar price; lees ere shown at the re-offer level, a) 
Fungible with the DM1 60m Iwinched on 1/4/93. Plus 34 days accrued Interest b) Coupon pays &25M fixed annual In the Brat year and 
18.75% - 2 x 6-month Pfeor thereafter, cj Conversion price: £822. Cafiobto at par from 21/7/88 or sorter if B594 of bonds era 
converted, d) Fungible with the outstanding £1BSm hunched M Nov.1992. Average fife years: 322 years. Coupon pays 3-month Ubor + 
0.4596. e) Issue torched on 29/4/93 was Increased to C$2S0m. 


had been fuelled by positive 
sentiment on sterling, as 
well as the outlook for UK 
equities. 

In the asset-backed sector, a 


further El 08m of bonds backed 
by vehicle hire purchase 
receivables of Chartered Trust 
was issued by CARS 3, a spe- 
cial purpose vehicle. 


• ABN AMRO Holding is plan- 
ning to issue its first deal in 
the Yankee bond market, a 
5250m, 30-year subordinated 
Issue. 


Bank opts for a 
conciliatory tone 
on derivatives 


By Tracy Corrigan 

THE Bank of England's 
internal report on derivatives, 
published yesterday, adopted a 
broadly conciliatory tone 
towards the derivatives indus- 
try, in contrast to the force- 
frilly expressed concerns of 
some other regulators. 

The internal working group 
was chaired by Mr Richard 
F arrant, a deputy head of 
banking supervision, and 
included a representative of 
the Securities and Futures 
Authority (SFA). 

The report recommended 
that at least two members of 
the board (including the 
finance director) of any institu- 
tion should be sufficiently 
knowledgeable to ensure that 
the business was controlled 

effectively. 

This policy would be adopted 
by the Rank, an official said. 
Concern about the lack of 
understanding of derivatives at 
board level echoed the Promi- 
sel report by the Bank for 
International Settlements, pub- 
lished in October 1992, which 
prompted the Bank of England 
to set up the internal working 
group. 

The Bank of England report 


recommended further research 
on the relative price volatility 
and liquidity of cash and derive 
atives markets, exploring the 
links between financial mar- 
kets, and the level of systemic 
risk. 

The Bank, the SFA and the 
Securities and Investment 
Board are discussing ways of 
pursuing this research. 

The Bank pointed to a need 
for more data on derivatives 
markets, and is considering 
establishing a survey of the 
derivatives markets compara- 
ble to that already conducted 
for forex activity. 

On the issue of market risk, 
the Bank warned that the limi- 
tations of models needed to be 
understood by supervisors. 

Another area of concern was 
that some large unregulated 
institutions operated in the 
derivatives market, as a result 
of regulatory gaps. 

Meanwhile, a wide-ranging 
study of the risks associated 
with derivative products is 
expected to be released in the 
next month or so by the Group 
of Thirty, the Washington- 
based think-tank. Sir Dennis 
Weatherstone. chairman of JP 
Morgan, is heading the G30 
study group. 


Russian Treasury bill 
to ease budget deficit 


By Layla Boulton in Moscow 

THE Russian authorities 
yesterday hailed their first 
Treasury bill issue as a first 
step to helping finance the 
budget deficit by means other 
than printing money. 

Mr Dimitry Tulin, deputy 
governor of the central hank , 
said the sale of Rbs885.4m 
marked "the birth of a new 
market in our- country for 
credit instruments’'. 

The first issue, which is 
small in contrast to Russia’s 
budget deficit, is to be followed 
by monthly auctions of bigger 
amounts. 

The three-month bills were 
sold at around 84.7 per cent of 
their par value, with an aver- 


age annual yield of 103 per 
cent. This is for below infla- 
tion, which exceeds 1,000 per 
cent a year, but still attractive 
to commercial banks which 
have to keep vast amounts of 
idle funds to make up for a 
slow banking payments sys- 
tem. 

The central bank payments 
system can also hold on for 
weeks to rapidly-depredating 
roubles owed to exporters who 
may therefore also be attracted 
by the liquidity of the bills. 

Mr Tulin said commercial 
banks bad Rbs3,000bn in idle 
funds and that half that 
amount might be invested in 
Treasury bills if the new 
instrument was proved to be 
reliable. 
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COMPANY NEWS: UK 



Allied Lyons’ 
£200m bond 
issue launched 


By Philip Rawstome 

ALLIED-LYONS, the drinks, 
food and retailing group, yes* 
terday launched its £200m con- 
vertible bonds issue. 

News of this was leaked last 
weekend and led to three days 
of see-sawing share prices. 

The company said yesterday 
that Its financial advisers were 
discussing the leakage with the 
stock exchange and decisions 
about possible action would be 
made after the talks. 

“We are very concerned 
about the leakage, which cer- 
tainly was not in our inter- 
ests." Allied said. 

The timing of the convertible 
issue, which came a day after 
the group reported a £10m 
increase in full year profits to 
£620m, had not been affected 
by the leakage, it added. 

Allied said the proceeds of 
the issue would be used for 
“general corporate purposes." 


Young & Co slips 7.5% 
to £5. 17m as operating 
margins decline 


By Catherine Mflton 

HIGHER interest costs helped 
depress pre-tax profits at 
Young & Co's Brewery, the 
south London-based real ale 
brewer, by 75 per cent from 
£5 59m to £5. 17m far the year to 
March 27. 

Stripping out last time’s 
exceptional profit of £244223 
on the sale of assets, the 
decline was 3 per cent. 

Turnover was £72.9m 
(£68- 1m). Operating profits rose 
to £8.I9m (£8. 03m). 

interest charges rose to 
£3. 02m (£2. 68m) mainly 

because of increased borrow- 
ings for the August 1991 acqui- 
sition of HH Finch, the owner 
of 22 pubs and six wine bare, 
and fluctuations in interest 
rates. 

The company said gearing at 
the year-end was unchanged at 
about 30 per cent. In April, 
Young raised £15m from a 
debenture issue partly to repay 


bank loans. 

Operating margins slipped to 
1153 per emit (11.79 per cent). 
Mr John Young, chairman, 
said: “We offer lower prices. In 
the light of events we probably 
should have put them up but 
we try to offer better prices 
than our competitors. 

“Recovery is slow and grad- 
uaL In the south and south- 
east, the recession is still bit- 
ing quite hard." 

He said the company's four 
hotels, opened on arising pub 
sites, were repaying their 
investment 

The company is opening 
another on Monday in south 
London and has planning per- 
mission for two more. Mr 
Young said he thought the 
company would ultimately run 
seven or eight hotels. 

The board proposes a same- 
again final dividend of 75p giv- 
ing a maintained total for the 
year of I4.5p. Earnings per 
share fell to 26.4p (2751p). 


Acatos rises Compass route raises eyebrows 

to£5.14m 


Some will replace short-term 
bank borrowings used to 
finance its free-trade pubs’ 
loan bock. 

None of the cash is intended 
for acquisitions, such as the 
purchase for an estimated 
£4Qm from Seagram of Perrier 
-Jouet/Barton & Guestier, the 
French distribution company. 

Allied repeated its 
long-standing pledge yesterday 
to launch a rights issue only to 
fond a major acquisition. 

The 15-year bonds will be 
converted into Allied ordinary 
shares at a premium between 
17 per cent and 20 per cent 
above the company’s share 
price. A coupon of 6y« per cent 
will be paid twice a year. 

Credit Suisse First Boston is 
leading the issue and Cazenove 
and SG Warburg Securities 
will be co-lead managers. 
There will also be a group of 
international co-managers. , 

See Lex and Capital Markets 


despite 
static sales 

By Catherine Milton 

ACATOS & Hutcheson, the 
manufacturer and supplier of 
edible vegetable oils, lifted 
pretax profits from £4 53m to 
£5.14m in the half year to 
March 28. 

The new FRS 3 accounting 
standard meant the improve- 
ment for the six months was 
flattened by an exceptional 
credit of £600,000 shown for 
the comparable period. Last 
time it was recorded as an 
extraordinary item. 

Turnover was static in the 
first half at £1 04.9m (£ 104.6m) 
and. trading remained difficult 
in the current half, said Mr 
lan Hutcheson, chairman. 

“Prices in the retail sector 
remain under pressure while 
some easing in the bakery 
market will not benefit us sig- 
nificantly in the current year.” 
More than 50 per cent of turn- 
over goes to catering and 
retail customers. 

He said performance gains 
at the company’s Orchard 
Place factory, which contrib- 
uted to the improved profits, 
would not be repeated on the ' 
same scale and there would be | 
less scope for farther interest 1 
savings. 

Net interest charges fell to 
£387,000 (£826,000) because or 
lower interest rates and the 
company said gearing was fur- 
ther reduced. Mr Ian Gaunt, 
finance director, said gearing 
figures fluctuated with pur- 
chases oF raw materials. 

Mr Hutcheson said his confi- 
dence in future prospects was 
increasing; “Volumes were 
maintained in all our principle 
markets despite continued 
strong competition." 

The company said the con- 
tinuing decline in the total 
market for edible oils con- 
cealed a switch away from 
non-refined oils based on ani- 
mal fats in favour of vegetable 
fats. Mr Caunt said: “Animal 
fats are a minor part of our 
business and have been for a 
number of years. 

“We have progressively 
shifted into vegetable oils and 
In addition produce some more 
sophisticated products like 
low-fat spreads.” 

The board has declared an 
interim dividend of 3p (2.5p) 
on earnings per share of 10.4p 
(9P). 


By Richard Gouriay 

FOR IS months Compass has 
said it wanted to move into 
Europe to establish a contract 
catering business in the f rag - 
I mented market 

It was therefore only the 
route that raised eyebrows yes- 
terday when Compass group 
bought the SAS airport cater- 
ing and contract catering busi- 
ness for £7l.9m, financed 
through a rights issue. 

While the market greeted the 
deal favourably, the choice of 
Scandinavia, does require some 
explaining. As one analyst 
said, “It is good deal but it 
could have made a better move 
into Europe." 

First of all, the majority of 
the contract catering business 
is in Scandinavia - about 40 
per cent of that is in Norway’s 
offshore sector. And half the 
airports are in Norway or Swe- 
den, with 20 per cent in the 
UK. 

It is not entirely clear why 
these northern reaches provide 
a better platform for growing 
in the Benelux, France and 
Germany - the key European 
markets - than does the UK. 

Secondly, Compass is 
increasing the risk profile of its 
business. Catering for work- 
places or health services may 
be cut-throat but having won 
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Francis Mackay: market greeted the deal favourably 


the contract the income line is 
at least nailed down. With air- 
ports, tomorrow’s sales cannot 
be known for certain. 

Thirdly it is not dear that 
the Compass style of squeezing 
suppliers to improve margins 
will necessarily travel to the 
Continent or that it will be 
easy to im plemai^t across eight 
countries. 

Compass is confident how- 
ever, that it can deliver 


improved margins. Mr Roger 
Matthews, finance director 
says the SAS businesses will 
give the group experience of 
manag in g in Euro pe and the 
chance to grow organically 
from a modest base in Ger- 
many, one of its strategic tar- 
get markets. 

By moving into airports. 
Compass has also gained expo- 
sure to a market segment that 
will recover earlier in the eco- 


nomic cycle than its existing 
businesses. Contract catering 
in the UK may now be bump- 
ing along the bottom but it 
co uld be a relatively late bene- 
ficiary of economic recovery 
while the push into hospital 
and educational catering 
will also take a while to bear 
fruit 

Compass has also bought 
from SAS the option to intro- 
duce Burger King hamburger 
outlets at European airports 
outside France. This will give 
it a useful comparator for the 
Casey Jones hamburger and 
Upper Crust sandwiches, two 
much smaller brands it bought 
last year. 

Financially, the deal has 
done Compass no harm. 
Deferred payment and a rights 
issue slightly larger than the 
purchase price will reduce 
gearing from the 200 per cent 
that would have prevailed at 
the end of 1993. Gearing should 
now be about 77 per cent on 
debt of £39m. More importantly 
in this business. Compass's 
interest cover rises from about 
seven times to over 14 times. 

Following the deal some ana- 
lysts have lifted forecasts of 
gaming s to 3&9p for the first 
full year, which gives a pro- 
spective multiple of 13.6, a 
modest premium to the mar- 
ket. 


RJB goes to market valued at £103m 


By David Lascefles, Resources 
Editor 

RJB MINING, the privately 
owned coal company which 
aims to take advantage of the 
restructuring of the British 
coal industry, is being floated 
on the stock market with a 
value of £103m. 

The shares were priced yes- 
terday at 250p. 

This represents a multiple of 
11 times earnings for 1992. 
excluding interest on the 
finance raised to buy the 
company out the year 
before. 

The price also reflects a 
notional gross dividend yield of 
5.75 per cent. 

Just under half the compa- 
ny’s shares, or 20m. are being 
offered for sale, and 13.3m 
of these have been firmly 
placed. 

Of the £50m proceeds, £24 .3m 
net will go to the company to 
repay bank borrowings and 
provide additional working 
capital. Existing shareholders 


COMMERCIAL UNION 


THREE MONTHS' REVIEW 


Pre-tax profit of £16.2m 


★ Strong improvement in results with 
continued but selective development 
of life and general insurance 
operations. 


★ Recovery continues in United 
Kingdom general insurance 
market with encouraging signs of 
improvement in a number of 
overseas markets. 


★ Substantial profit from life 
operations of £29.8m. 


★ The cost of bomb damage in the 
City of London will be charged in 
the second quarter. The effect on 
the profit and loss account is 
unlikely to exceed £25m. 


will receive £23£m of cash. 

After the sale the principal 
shareholders will he Schroder 
Ventures with 28 per cent. 
Charterhouse with nine per 
cent and Mr Richard Budge, 
the chief executive, with 10 per 
cent. 

Deadline for applications is 
10am on May 27. Dealings start 
on June 7. 

The Union of Democratic 
Miners, took the unusual step 
yesterday of backing the nota- 
tion, with a call for British 
Coal to speed up negotiations 
to sell unwanted pits to compa- 
nies like RJB. 


Mr Neil Greatrex, UDM Pres- 
ident, said: “Budge are con- 
vinced that they have the mar- 
kets for coal and we support 
them. But unless a decision is 
made soon, this will be yet 
another lost opportunity for 
the industry.” 

• COMMENT 

With no obvious point of com- 
parison in the market, the pric- 
ing of RJB presents something 
of a problem. But the indica- 
tions are that underwriters 
BZW are erring on the side of 
caution. The £103m price tag is 
at the low end of the £100m- 


£120m range being bandied 
about The earnings multiple is 
also below the average tor the 
industrial materials sector, and 
the yield is slightly higher. 
This reflects partly the heavy 
demands currently being 
placed on the market, and also 
the uncertainty in RJB's pros- 
pects. If it fens to capitalise on 
the changes in the coal indus- 
try it will be left to the mercy 
of British CoaL But if it suc- 
ceeds it could emerge as the 
country’s leading low cost pro- 
ducer. The flotation is an 
opportunity to take a bet on 
the outcome. 


Watts Blake shareholders fail 
to find buyer for 45.2% stake 


By Roland Rudd 

WATTS BLAKE Beame’s fight 
to remain independent 
received a boost yesterday 
when three of its big share- 
holders said they had failed to 
find a buyer for their combined 
stake of 45 2 per cent 
The companies will continue 
to act as a concert party. 
Under takeover rules the sale 
to a single party would have 
led to an offer for the entire 
issued share capital of the ball 
clay producer. 


The three investors, which 
had hoped to sell their shares 
by May 18, are Ceramics Hold- 
ings, controlled by the Leban- 
ese Gargour family, Sibelco, a 
privately-owned Belgian-based 
producer of silica sand for the 
glass industry, and Quar- 
zwerke, a private German pro- 
ducer of silica sand. 

Mr John Pike, Watts Blake 
Bearne managing director, 
said: "I am very pleased that 
their offer for sale terminated. 
However, the concert party 
remains in force. The sooner 


this thing is sorted out the bet- 
ter." 

The three shareholders are 
expected to try and sell their 
shares again, although they 
have not yet formally made a 
decision. J Henry Schroder 
Wagg, the merchant bank, is 
advising them. 

Mr Pike is concerned that it 
could be difficult to mount a 
defence if the sale of a large 
block of shares triggered a bid 
at an unsatisfactory price. 
Watts Blake Beanie’s shares 
feU 10p to 410p. 


Leeds reaps 
£2.9mand 
buys into 
Continent 


By Peter Pearee 

LEEDS Group, the West 
Yorkshire-based textile dyer 
and printer descrfiied by -Mr ■ 
Robert Wade, its chairman » 
“tortoise, not a hare", lifted 
pre-tax profit 16 per cent from 
£25im to S2.92iny in the six - 
months to March 31. This - jl 
steady progress was *1)6 more - 
or less than is expected of 
us." 

Turnover grew 4-5 per cent 
to £21.7m (£20.8m). However 
Mr Wade pointed out that, 
although this gave the impre& 
sion of a climb in margins, - 
they had in fact remained 
either constant or had sfipped 
a little, though volume produc- 
tion bad risen more than the 
turnover advance indicated. 

He said that the financial 
value of sales had been _ 
adversely affected by two fee- . 
tors. 

First, the fire at theWalsden 
factory, which accounts tor a 
little Iras than 28 per cent of 
the group’s output, had h it 
production - a “conservative" 
£385,080 exceptional credit ‘ 
was taken above the line to A 
account for any business inter- ™ 
ruption insurance. Second, 
there was a 31 per cent fall In 
wool prices during the last 
year, though Mr Wade added 
that they had risen in the past 
few weeks. 

Since the period-end, Leeds 
made its first non-UK acquiri- 
tion in the Netherlands. For an 
initial £2.49m and a 
further payment of £1.03m, it 
has bought TIM Beheer and 
ltex Bnnnmen, which speci- 
alise in transfer printing of 
textiles and merchantmg dyed 
and printed fabrics, as a 
"springboard* for the rest of 
Europe. 

The non-apparel business 
continued to grow, though it 
still represented less than 25 
per cent of the group. 

Mr Wade said Leeds liked to 
da “difficult things where the 
margins are high” - the cam- 
ouflage, printed furniture fab- 
rics and curtains operations 
performed well, he said. 

The difference between 
Leeds and other textiles 
groups, he said, was that It did 
not spin, weave or make cloth- 
ing; ft was simply concerned 
with colour and design, con- 
verting a commodity to what 
the market wanted very 
quickly. 

On the non-textile side, Mr 
Wade said that Leeds Leasing 
had started to write an 
increased level of business 
after two years of restricted 
activity. 

Earnings per share rose to 
lO.Sp <9.5p) and the interim 
dividend is lifted to 2.75p 
(2.33p). 
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TICINO 


★ Shareholders 1 funds increased to £2,091m 
including the proceeds of the rights issue. 


HIGHLIGHTS 



3 months 
1993 
Unaudited 

3months 

1992 

Unaudited 

Total premium income 

61,609m 

£1 ,285m 

Operating profit/(loss) before taxation 

£L6.2m 

£(19.2)m 

Operating profit/ (loss) after taxation 

£8.9 m 

£(23-1 )m 

Operating profit/ (loss) per share 

1.2 p 

(5.1 )p 
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The FT proposes to publish this survey on 

June 17 1993 

The FT is proposing to publish a survey on Ticino, Switzerland’s it a r 

Canton. The capital, Lugano, is the countries third biggest financial 

Zurich and Geneva and, being dose to Lombardy’s majo^mdiiTrial cor^w fl 
considerable growth potential. J tnai com P lex > it has 

The survey will also focus on the tourism industry and the new Onrthat-^ * , 

r ■ — ssss&ssg 

p “ “ •“*“ r* <*- — « . 

Financial Times (Switzerland) 

15 Rue du Cendrier, CH 1201, Geneva 
Tel: (022) 7311604 
Fax: (022) 7319481 
or 

Patricia Sumdge in London 
Tel: 071-873 3426 
Fax: 071-873 3428 

or your usual Financial Times representative. 

FT SURVEYS 1 
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Market disappointed 
with CU first quarter 


By Richard tapper 

OOWAKRCIAL Union, the 
most successful UK composite 
“surer In recent years, yester- 
day disappointed the markets 
with poorer first quarter flc- 
irathan had been Spe*tedT 
**?£“** profits of 0.6.2m for 
“e first three months of 1 9 9 3 
““P** 6 * with a loss of 
£l9.2m. providing further evi- 
dence of the recovery in the 
UK general insurance market 
However, the market was dis- 
appointed at the scale of the 
improvement, clipping the 
snares ep to 694p. 

“It is a good result but the 
improvement is not as marked 
as the rest of the sector," com- 
mented Mr Stephen Bird, ana- 
lyst with Smith New Court, the 
securities house. Mr Bird 


pointed to a deterioration in 
t he g roup's London market 
operations - where underwrit- 
ing losses rose from £i&9m to 
£23£m — as a cause for con- 
cern. 

CU stressed the improve- 
ment In the UK where, Hire its 
rivals General Accident and 
Royal Insurance, it had Wn 
helped by increased premium 
rates and lower expenses. UK 
underwriting losses fell from 
£54, lm to £34.7m. 

With its solvency strength- 
ened by the £428m rights i« fu p 
In February. CU has also con- 
tinued to increase premium 
Income, especially in UK 
motor, home and life markets, 
although the pace of growth 
declined compared with the 
fourth quarter of last year. 

Overall life premium tnmmp 



Focus on the luxury look 

Andrew Bolger on Time Products 5 US expansion 

A US manufacturer of 
luxury handbags mi ght 
seem an unlikely diver- 
sification for a UK watch and 
jewellery distribution group, 
but Time Products is con- 
vinced that the recent acquisi- 
tion offers immense opportuni- 
ties. 

The UK company paid $17m 
(£llm) in March for the busi- 
ness of Judith Leiber, an Amer- 
ican who designs handbags 
which can sell for several thou- 
sand dollars each. 

Mr Marcus Margulies, chair- 
man of Time Products, said of 
the acquired company: "Its 
products have not been 
actively marketed outside 
North America and 1 am confi- 
dent that there Is a substantial 
potential for developing the 
hrand on a worldwide basis. 

Mr Margulies is excited TwwrHuv. 

about the opportunities fern the Marcus Margulies: excited about developing Judith Lieber brand 
group - particularly in North 

America, where leading depart- the North American agency for of EllOm. 
ment stores are keen to stock Andemars - having distributed Mr Margulies gives much 

Judith Lelber’s handbags. "The its watches in the UK for a the credit for Time Prodin 
day just hasn't got enough number of years. A showroom new strategic stance to 
hours in it at the moment" for the luxury watches is now Richard Langdon, the C 
Time Products owns being developed at Judith Lei- company doctor who took o' 
Sekonda watches, one of the heir's New York, premises. from him as chairman fin 
UK’s biggest mass-market Time Pro ducts also claims to 1984, after difficulties In He 
brands, but ft is increasingly be the UK’s leading distributor Kong had pushed the gro 
focusing an luxury goods. of branded simulated pearls into the red. 

Mr Margulies said that three following the baft-on acquist- Although Time Procftu 
years ago the hafanra* of . the tion ofBosdta and Samuel makes watchstraps and zh 
group would have been. 80 per Jones, hi spite of recent heavy .handbags, manufacturing w 
rynt mass-market and 20 per spending on acquisitions, the never again play a Mg role 
cent luxury products, and by group has about ElQm of net group t hinking , 
next year the proportion would cash. Mr Langdon, who retb 

be reversed. Time Products reported a 22 from the board soon, banc 

In March the company paid per cent increase in pre-tax the ch a irmanship back L 
£2m for 5 per cent of Andemars profits to £9-3m for the year to year to Mr Margulies, wh< 
Piguet, the Swiss watchmaker January 31, on overall sales family controls 20 per cent 
which specialises in technical down from £51. lm to £49-6m the company. Mr Margul 
and luxurious pieces. The group’s shares have said: “Richard kneed us to 1 

These most recent invest risen from lOlp at the end of blinkers on - we now know 
ments came together when 1990 to their present level of have to concentrate on bras 
Time Products was awarded 206p, giving it a market value and marketing." 



the North American agency for 
Andemars - having distributed 
its watches in the UK for a 
number of years. A showroom 
for the luxury watches is now 
being developed at Judith Lec- 
her's New York premises. 

Time Products also claims to 
be the UK’s leading distributor 
of branded simulated pearls 
following the baft-an acquisi- 
tion ofBosdta and Samuel 
Jones, hi spite of recent heavy 
spending on acquisitions, the 
group has about 210m of net 

rash. 

Time Products reported a 22 
per cent increase in pre-tax 
profits to £9 An for the year to 
January 31, on overall sales 
down from £52.1m to 

The group’s shares have 
risen from lQlp at the end of 
1990 to their present level of 
208p, giving it a market value 


of EllOm. 

Mr Margulies gives much of 
the credit for Time Product’s 
new strategic stance to Mr 
Richard Langdon, the City 
company doctor who took over 

from him as chairman from 

1984, after difficulties In Hong 
Kong had pushed the group 
into the red. 

Although Time Products 
makes watebstraps and now 
.handbags, nmanfoc turiiig win 
never again play a big role in 
group thinking. 

Mr Langdon, who retires 
from the board soon, banded 
the chairmanship back last 
year to Mr Margulies, whose 
family controls 20 per cent of 
the company. Mr Margulies 
said: “Richard forced us to put 
blinkers on - we now k now w e 
have to concentrate on. br ands 
and marketing." 
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COMPANY NEWS: UK 


rose to £51fL5m (£454.4m) and 

general insurance premiums to 
£1.09bn {£830, 3m). Investment 
income of £84. lm (£S4.3m) was 
offset by an underwriting loss 
of £99 An (£U3u6m). 

Earnings from associated 
undertakings amounted to 
£2.1m (£3.lm). 

A non-life operating loss of 
£13 An (£4&2m) was offset by 
life profits of £29 Am (£27m). 

Mr Tony Brend, chief execu- 
tive, said that losses from the 
Bishopsgate bomb last month 
would feed through into the 
group's figures in the second 
quarter. 

“Information on possible 
losses is still incomplete but 
current indications are that 
the effect, after reinsurance, is 
unlikely to exceed £2Sm." said 
Mr Brend. 


Willis 
Corroon 
expands 
by 12% 


Dividend prospects boost shares 

David Lascelles looks at the forthcoming electricity results season 


FIRST-quarter results from 
Willis Corroon, the largest 
insurance broker in the UK, 
improved nearly 12 per cent 
but the directors are sticking 
to their dividend cot 

They had forecast a reduc- 
tion of up to 50 pear cent in the 
year’s total in March when 
they halved the first Interim to 
1.65p. Now they are taking the 
same action with the second 
Interim. 

In the 1992 year group prof- 
its were polled bade by sub- 
stantial provisions in its UK 
i insurance subsidiary. In the 
opening quarter of 1993 far- 
ther provisions were included 
In losses of £2.9m Incurred by 
the discontinued operations. 

Using a constant exchange 
rate of $)-50 to the pound hi 
the quarter, pre-tax profit 
came to £47.1m (£42. lm). The 
operating profit of 247.2m 
(239.9m) comprised broking 
£42. 6m (£36.Sm) and under- 
writing £4£m (£3.4mX 
Geographically, that was 
split as to UK £344m (£36£m), 
the US 210.4m (23.1m) and rest 
of the world £1.9m (nil). 

Earnings per share were 
7.1p (6.7p). 

Profitability of the broking 
and consulting businesses 
improved as a malt of actions 
taken over the last two years. 
On an underlying basis bro- 
kerage and fee revenue grew 
by 2 per cent while operating 
expenses fell by 2 per cent. 

Insurance companies in 
North America made another 
solid contribution. Results of 
the discontinued UK under- 
writing operations were agate 
disappointing, caused by dete- 
rioration in the final three 
underwriting years and for- > 
ther provisions. 


DIVIDEND increases of over 10 
per cent in real terms are 
expected to loom large in the 
electricity industry results sea- 
son which gets under way 
today.This has provided some 
fizz to thfl shares in the last 
few days. 

Scottish Power will be (he 
first of the 17 companies to 
unveO its performance for the 
year ended March 31. The 
remainder will be strung out 
over the next seven weeks, 
making the power industry 
something of a results mara- 
thon for investors and stock 
analysts. 

The focus cm dividends is a 
touchy issue for the regional 
electricity companies (RECs) 
and the generators because of 
the ftiss that earlier 
pay-outs have caused. There is 
also the reaction of Professor 
Stephen Little child, the elec- 
tricity regulator to be consid- 
ered. He has embarked on a 
wide-ranging re view of electric- 
ity pricing practices. 

Previous results seasons 
have shown that the later a 
company reports the larger its 
dividend increase tends to be, 
as if boldness grows with time. 
The RECs deny that this is the 
case. 

But it is a feet that the three 
regional companies tipped to 
make the biggest increases, 
Yorkshire, Seeboard and 
Southern, do not report until 
late June and early July. 


ESTIMATES OF PROFITS AND DIVIDENDS 


Company 


Pro- tax * Chang* OMdand Chang® 



due 

Bn 

% 

total p 

% 

Scottish Power 

May 20 

290 

as 

11.2 

10.1 

National Power 

May 27 

575 

15 

10.4 

14.3 

PowerGen 

Jim 7 

400 

14 

105. 

ias 

Hyaro-BecMc 

June to 

143 

4.4 

115 

115 

East Midlands 

June 14 

155 

ae 

19-2 

12L3 

Manweb 

June 15 

113 

22.2 

20/1 

11A 

South Wales 

June 17 

88 

20.7 

22 

ia4 

Norweb 

Jtne 23 

158 

2£L8 

108 

11.9 

South Western 

June 24 

100 

215 

19.7 

ia2 

Yorkshire 

June 25 

152 

as 

20.4 

14A 

Northern 

June 28 

111 

12.0 

21 

135 

Seaboard 

June 29 

112 

14.7 

19.7 

14£ 

Eastern 

June 30 

184 

288 

18.9 

ia2 

Southern 

Jitfy 1 

185 

9.1 

19 

14.1 

LEB 

July 2 

143 

as 

18J> 

125 

Mkflands 

Juiy 6 

168 

1&2 

1 BA 

125 

* y*ar (a IWi 31. 1003 Soorcm: n a ton SO MM® Sacuflta. 


Among thg generating com- 
panies, National Power will 
also be a high pays-. 

PowerGen has already paid, 
its second dividend, showing 
an overall increase of 14 per 
cent 

The electricity companies 
will justify their high divi- 
dends by pointing to their 

flnanrial Strength pint thy high 
level of dividend cover. Ana- 
lysts at Barclays de Zoete 
Wedd are estimating average 
cover for the RE Cs of 22 Hnws, 
with Manweb as high as 3J>. 

The background to the 
results is fairly straightfor- 
ward. Despite the incipient 
recovery, overall electricity 
sales are unlikely to show 
much change. But this does 


not mean that the RECs will 
return a uniform performance. 

Actual profit growth will be 
mixed, with increases in stogie 
as well as double figures expec- 
ted. The variations will reflect 
RECs’ success, or lack of it in 
the highly competitive non- 
franchise market, and other 
variables like bad debts and 
cost control. They will also 
report the fortunes of shiBiinw 
activities such as appliance 
retailing, which have caused 
trouble in the past 

The big event that occurred 
to the second half of the indus- 
try's financial year was the set- 
tlement of the coal crisis. The 
uncertainty over the volumes 
and price of electricity to be 
generated from the new 


long-term coal contracts 
between the generators and 
British Coal has been removed. 

This creates a framework for 
a significant part of the indus- 
try's long-term business. How- 
ever, there, is still the question 
of how much additional coal 
the generators will take from 
British Coal under the govern- 
ment's recently agreed pro- 
gramme to subsidise more pits. 
It seams unlikely, thou gh, that 
either National Power or 
PowerGen will be willing to 
piafcp firm commitments quite 
yet, though the comments of 
all the electricity companies 
will be keenly picked over by 
British Coal. 

Prof Littlechild is currently 
engaged on a review of the pri- 
cing formula in the electricity 
supply industry, and he is 
expected to announce the 
results in July. 

But analysts say he is 
unlikely to ti ghten the formula 
because he seems to want to 
encourage more entrants into 
thia market. 

More crucial will be tbe 
review of the distribution busi- 
ness which he will then 
embark upon. 

This accounts for the bulk of 
the RECs’ revenues, and any 
tightening of the regulatory 
regime would be reflected in 
REC profits and, therefore, in 
the dividends which provide 
the strangest underpinning to 
the sector. 


British Gas in joint venture with Tenneco 


BRITISH GAS has agreed with 
Tenneco Gas, the gas arm of 
the US industrial company, to 
develop joint gas transport pro- 
jects in South America, writes 
Deborah Hargreave s. 

Tbe agreement follows the 
company’s move last week to 


set up a new subsidiary, Brit- 
ish Gas Sudam erica, to provide 
services to tire gas, water, tele- 
communications and electric- 
ity companies in South Amer- 
ica. 

Mr Mike Fulwood, British 
Gas general manager for the 


US agd Latin America, said the 
companies were looking at a 
number of opportunities. 

Last December a consortium 
headed by British Gas won a 
controlling share in MetroGas, 
the distribution company In 
Argentina. The company is 


hoping to use its experience in 
MetroGas as a base for moving 
into other gas projects. 

• British Gas said it would 
drill its first well in the Black 
Sea in July after it won 
licences to explore for oil and 
gas in Bulgaria. 


a Mar, w* 







Weak demand 
trims Maple 
Leaf to C$10m 


Engineers still wait to uncork c hampagne 

The sector faces a slow recovery, according to the 
survey of the FT Six. Andrew Baxter reports 


By Bernard Simon In Toronto 

FIRST-quarter earnings of 
Maple Leaf Foods, the Cana- 
dian food processor which is 56 
per cent owned by Hillsdown 
Holdings, dipped by almost 5 
per cent as a result of weak 
demand and fierce competition. 

Net earnings were C$1 0.2m 
(£5.2m) or 13 cents a share, 
down from CSl2m, or 15 cents 
a share, a year earlier. 

Last year's figures exclude a 
C$3 .3m contribution from the 
discontinued edible oils busi- 
ness. 

Sales dropped slightly, from 
GS638m to C$632m, but operat- 
ing profits tumbled by 24 per 
cent to C$l3.2m. The directors 
explained that results were 
cushioned by higher Interest 
income and lower tax provi- 


sions. 

Large tax payments made 
during the quarter have 
reduced cash reserves to 
C$1 72m compared with CS205m 
at the end of 1992. Long-term 
debt has grown from C$ 12.5m 
to C$43.6m in the past year. 

The company said that many 
sectors of the retail food busi- 
ness bad been bit by lower 
demand, competitive pricing 
and “trading-down" by con- 
sumers to lower margin prod- 
ucts. 

On the other hand, agribusi- 
ness earnings improved 
sharply, partly because of a 
rationalisation of facilities. Mr 
Charles Bowen, chief execu- 
tive. forecast an improvement 
in earnings over the rest of the 
year thanks to lower costs and 
new products. 


Chamberlin & Hill 
11% ahead at £1.6m 


CHAMBERLIN & Hill slowed 
down in the second half with 
only 3 marginal Improvement 
in pre-tax profits. 

Accordingly, the increase 
over the year ended March 31 
1993 was restricted to U per 
cent, with profits of £1.59m 
compared with £1.43m. 

Turnover for the group, 
which makes iron castings, 
electrical conduit fittings and 
switchgear, improved from 
£lPm to £20.3 m. That advance 


was wholly attributable to 
exports, the directors said, the 
prospects for which were good. 

There was yet to be seen 
clear cut evidence of signifi- 
cant growth in UK demand, 
they added. 

Earnings per share came to 
lB.07p (I5.28p). The proposed 
final distribution amounts to 
4.5p (4.25p), which lifts the 
total payable for the year 
to 6-25p, against a previous 

6p. 


T HE recession may offi- 
cially be over, but the 
champagne is being 
kept on ice in Britain's bat- 
tered engineering sector, 
which faces a slow, spasmodic 
recovery to “normal” levels of 
business. 

Hie six engineering compa- 
nies whose progress out of the 
recession is being tracked in 
the FTs occasional survey of 
the sector say conditions are 
improving - but not by much 
- and confidence within tbe 
customer base is picking up 
gradually. 

The good news is that 
further job cuts are mostly off 
tbe agenda, as long as tbe 
gradual upturn does not grind 
to a halt. 

At JCB. the construction 
equipment group, employees 
are even working a modest 
amount of overtime. 

But, significantly perhaps, 
those ubiquitous phrases of the 
past few months - “We've defi- 
nitely bottomed out" and “It's 
not getting worse" - have not 
yet been laid to rest. 

The previous survey in the 
series, published on December 
30, found faint signs of 
confidence returning to the 
customers of the FT Six. Since 
then, interest rates have been 
cut by another l percentage 
point. 

But the first four months of 
this year have shown that the 
engineers were right to be cau- 
tious in December about the 
pace of the recovery - recog- 
nising that it would take time 
for customers to feel confident 
about the stability of the inter- 
est rate and currency environ- 


ment 

This is how things are 
looking for the FT Six: 

Fenner, the power transmis- 
sion and industrial conveyor 
belting group, announced its 
half-year results on Tuesday. 

Pre-tax profits dropped from 
£2. 28m to £105,000, but Mr 
Peter Barker, chairman, said 
customer confidence was ris- 
ing. 

With UK manufacturing out- 
put set to rise this year and 
next, the company was “well 
placed to derive maximum 
advantage from the recovery 
that now appears to be under- 
way." 

At Senior Engineering 
Group, the tubing, boilers 
and ductwork company, vol- 
umes have improved in some 
consumer-related businesses, 
although not in more invest- 
ment-related sectors where the 
lead times are longer. 

Mr John Bell, chief execu- 
tive. says there is more confi- 
dence within industry, and 
speaks of “a will to see things 
improve." 

Overall, he had seen a gentle 
improvement in UK business 
conditions, but a normal level 
of activity was probably some 
months away, perhaps in the 
autumn. 

One hopeful sign comes in 
Senior's contract heat treat- 
ment business, which takes in 
metal components from a wide 
range of manufacturers and 
heats them for extra strength. 

Here, there has been a good 
improvement in volumes, says 
Mr Bell: “This is a true indica- 
tor of the economy. It takes in 
business on a day-to-day basis, 
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The citizens of Quebec take the future of their forests to heart. Covering 900,000 square 
kilometres, these forests are both a living environment and an economic strength. All Quebecers 
are proud of this natural resource. 

And it's in thinking of this invaluable heritage and of future generations that the government of 
Quebec has, over the years, developed a forward looking management style and know-how which 
will guarantee that quality forests will be here forever. For us, the forests of Quebec are living proof 
that the flora, the wildlife, the environment and the economy can grow together. 


Quebec, a first-class partner 


Economically speaking, the forests of Qufebec offer investors a multitude of significant advantages. 
Availability of the Forestry resources, qualified labour, competitive manufacturing and electrical 
energy costs, advantageous tax incentives and a strategic geographic location: these are all good 
reasons to make Quebec your partner, a reliable and dynamic partner. 


Quebec 


THE DRIVING FORCE OF PARTNERSHIP 

Ministry of Forests, Office of industrial Development: 880 Sainte-Foy Road, Suite 6.50, Quebec (Quebec) 
Canada G1S 4X4, Tel: (418) 644-4364, Fax; (418) 643-9534. 


State Bank of South Australia 
U3462,000,OQO 


Financial REGULATION REPORT is a monthly service from the Financial Times. 
Ir provides subscribers with up-to-date and thorough information on worldwide 
regulatory developments and their implications for the financial services industry. 

To receive a FREE sample copy contact: 

Clare Bunull. Financial Times Newsletters. 1 26 Jermyn Street, London S Wl Y 4UJ, England. 
Tel: (+44 71} 41 1 4414 Fax: 1+44 71)411 4415 


Primary Capital Notes 
Guaranteed by the Treasurer of 
the State of South Austria 

NOTICE is hereby given that the Notes 

will be redeemed ai their principal 
amount on lath June. igg3 in 
aceonlance with Condition 5 (c) al 
the Notes, 

John G. Harvey 

General Manager. Global Treasury 
State Bank of South Australia 
19th May, 1693 


and there is nothing more 
instant than that." 

Air Peter Burton, chief execu- 
tive of Bloxwich Engineering, 
says: “I feel in my bones that 
perhaps the recession is over ” 
but he warns that there will be 
no sudden revival of activity 
for the Walsall-based car and 
truck parts company. 

The car side of Bloxwich's 
parts business has picked up. 
he says, due partly to continu- 
ing and forthcoming business 
from the Japanese transplants. 
But the truck parts business 
has yet to revive, and has not 
been helped by the receiver- 
ship of Leyland-DAF, an impor- 
tant customer. 

Another “chink" which Mr 
Burton points to is Bloxwich's 
tool- making business, where 
press tool activity has 
increased. “To make cars, you 
need tools first," says Mr Bur- 
ton, “and customers are now 
optimistic enough to release 
work." 

Overseas markets, and par- 
ticularly Germany, offer mixed 
prospects. 

On tbe one hand, Mr Burton 
says, “We think the German 
economy is in a hell of a 
mess." But he hopes Bloxwich 
can benefit from the 
more international sourcing 
policy at Volkswagen under 
the new purchasing director. 
Mr Jose Ignacio Lopez de 
Arriorttia. 

The 600 Group, the producer 
and distributor of machine 
tools and materials handling 
equipment, has also been 
hit. at least in the short 
term, by the Leyland-DAF col- 
lapse. 

The engineering company 
has 50 per cent of the market 
for truck-mounted cranes, and 
one-third of its products in this 
sector went on Leyland-DAF 
Trucks, says Mr Colin Gaskeff, 


manag in g director. 

Overall, Mr Gaskell is unable 
to report any “vast upturn" in 
the UK market, but there are a 
lot more inquiries around, he 
says. “Our sales guys are much 
more op timis tic than they have 
been." The rate of purchase by 
end-users of machine tools, as 
opposed to dealers, has picked 
up. 

As at Bloxwich, Mr GaskeQ 
is concerned about economic 
conditions on the Continent, 
which look “pretty sick." 

But he thinks that tbe deval- 
uation of sterling has created 
an opportunity to sell machine 
tools in Germany, where cus- 
tomers might refuse to pay the 
customary premium for domes- 
tically-produced equipment if it 
becomes excessive. 

At JCB, the period from 
April- Jane is a traditional 
stage of increased buying by 
plant-hirers and other users of 
earthmoving equipment, so 
gauging any upturn is difficult 
But Mr Gilbert Johnston, dep- 
uty chairman, feels that the 
UK market “just has to be past 
the worst 

“Things are better, but it's 
not something we're jumping 
up and dawn about," he says. 
In broad terms, activity could 
still rise by between 25 
and 30 per cent to reach nor- 
mal levels for the domestic 
market 

Mr Johnston says tbe 
improvement will be gradual. 
Indeed he hopes this is the 
case, as that would produce a 
more stable and sustainable 
recovery. 

Mr Johnston is not expecting 
any immedia te help from the 
alAmportant UK construction 
market where activity was 
described recently as still at 
dangerously low levels. Taking 
a five-year view, however, he 
says it looks good for improve- 



A coal-fired boiler during manufacture at Senior, UK market 
leader for boilers projects in combined beat and power schemes 


ment 

Finally. Mr Reg Brie knell, 
managing director of Posiva, 
the gears and drives producer, 
does not think that the reces- 
sion is over, but there are 
pockets of industry producing 
more orders. 

Although German-owned 
Posiva has had to adjust 
to the effect of the sterling 
devaluation on the products it 
brings in from Germany, it is 
also benefiting from increased 
activity among customers 
exporting from the UK. 

The order intake in the first 
three months of the year was 
36 per cent higher than tbe 


comparable period of 1992. 
“This is not just green shoots," 
Mr BrickneD says. “It’s due to 
the efforts from our salesmen." 

The increase in business has 
been helped by equipment that 
Posiva is supplying to the big' 
UK builders of power stations 
and water treatment plants in 
Asia. 

In the home market, though. 
Mr BrickneU does not yet see 
sufficient stability to prompt 
confidence that activity will 
continue upwards. He would 
like to see a few more months 
of the same growth trend 
before declaring the recession 
over. 


DIGEST 


Anglo Irish 
Bankcorp 
rises 36% 


PRE-TAX profits of the Anglo 
Irish Bank Corporation 
improved by 36 per cent to 
I£4.44m f£4.33m) against 

L£3.25m in the six mouths to 
March 31. 

Mr AG Murphy, the chair- 
man, said the bank had contin- 
ued to move ahead strongly in 
the treasury deposits area, 
building its deposit base up to 
I£860m. 

Mr Murphy particularly 
noted that during the six 
months the bank gained mar- 
ket share in the personal and 
corporate deposit sector where 
the customer base had 
increased by 23 per cent 
He added that in March the 
International Banking Credit 
Agency had affirmed the 
bank’s strong credit rating. 

A maintained interim divi- 
dend of 1.36p has been declared 
out of earnings of 2.74p (2.69p). 

Tharsis applies for 
listing cancellation 

Tharsis. the Glasgow-based 
group mainly involved in prop- 
erty development in Spain, has 
applied to the Stock Exchange 
for a cancellation of its listing 
and permission to deal in its 
shares under Rule 535J2. 

Tbe rules of the Exchange 
require that at least 25 per cent 
of a company's shares must 
remain in the hands of the 
public. 

Tharsis said that In pec had 
recently acquired a further 
462,190 shares in the company, 
bringing its holding to 1.26m or 
48.36 per cent Following that 
purchase, some 83.7 per cent of 
the company's shares are held 
by five shareholders. 

It said that the recent low 
number of transactions in its 
shares was a further indication 
that tbe company’s listing was 
no longer appropriate or cost 
effective. 

Dealings under Rule 535.2 
are expected to begin on May 
24. Allied Provincial Securities 
are the company’s broker. 

50% profit decline 
at Baggeridge Brick 

Baggeridge Brick suffered from 
reducing production in tbe 
winter, turning in a pre-tax 
profit some 50 per cent lower 
in the six months ended March 
31 1993. 

Mr Peter Ward, chairman, 
explained that production was 
cut in order to help contain the 
national over-capacity that was 
evident at the time. In the 
event there was “some satisfac- 
tion’' with the results. 

In the period turnover rose 
from 211.9m to 213.1m. Operat- 
ing profit came to £905,000 
(£1.41m) with building materi- 
als accounting for £438,000 
(£864,000) and landsource 
£467,000 (£546,000). Pre-tax 


profit worked through at 
£383,000 (£761.000). 

Sales prices continued under 
pressure bat tbe group's sales 
volumes and market share 
increased. Stocks were reduced 
considerably at March 3L 
Mr Ward said demand was 
stronger for social and private 
housing, and brick and paving 
schemes were also on the 
increase. However, it would be 
some time before the commer- 
cial and industrial sectors of 
construction showed much 
improvement 

Earnings per share fell to 
0.65P <I-29p) but the interim 
dividend is unchanged at 0-Top. 

Group Development 
assets increase 

At March 31 1993 net asset 
value of Group Development 
Capital Trust stood at 5L3p, an 
increase of 24.8 per cent since 
end- September and of 30.1 per 
cent since March 1993- 
Gross revenue for the half 
year came to £138,000 (£136,000) 
and net loss was £12,000 (profit 
£5,000), equal to losses of 0.05p 
(O.Q2p profit) per share. 

The losses per share were 
wereprimarily tbe result of the 
increase in expenses occa- 
sioned by the management fee 
calculated on net assets. 

However, the directors 
expressed confidence that the 
year's dividend would be main- 
tained at 0.3p. 

16% asset rise for 
Dunedin Worldwide 

At the end of the half year to 
April 30. net asset value of 
Dunedin Worldwide Invest- 
ment Trust stood at 702£p, a 
16.4 per cent increase over the 
603 .3p at the end of the preced- 
ing six months. 

The increase beat the Mor- 
gan Stanley Capital Interna- 
tional World Index rise of MS 
per cent in sterling. At the end 
of April 1992 Dunedin's asset 
value was 569.7p. 

In January funds were 
switched out of overseas mar- 
kets and into the UK. as tbe 
managers felt tbe latter had 
yet to discount the full extent 
of the eventual recovery in 
company profits. 

Total revenue in the half 
year came to £4J33m (£3. 16m) 
and net revenue to £1.65m 
(£955,000), for earnings per 
share of <L84p (2.78p). The 
interim dividend is held at 
2.4P. 

The 1992 net revenue has i 
been reduced by £279.000 in i 
reflection of the change in 
accounting policy on the recog- 
nition of income receivable in 
respect of fixed interest securi- 1 
ties i 


Golden Vale has an option to 
acquire a further 33 per cent 
by December 31 1993 for a simi- 
lar amount 

In the year to September 30 
1992 the Danish company made 
pre-tax profits of DKrSjfcn on 
sales of DKrl02 2m. Net asset 
amounted to DKri&lm. 

In April the Irish dairy group 
reported a 13.5 per cent 
increase to I£i6.7in in 1992 pre- 
tax profits. 

Net borrowings fell to I£7.5m 
(I£20.6m), and gearing to 8.8 
per cent (27.9 per cent). The 
company said this allowed it to 
spend “another l£30m to I£4Qm 
on acquisitions without having 
to go to the market." 

Shortly after it completed 
the acquisition of Leckpatrick 
Holdings, a private dairy pro- 
cessor based in Northern 
Ireland. 

The consideration consisted 
of 19-year loan notes, redeem- 
able after one year, valuing 
each Leckpatrick share at 332p. 
There was a partial cash alter- 
native up to a total of I£4J34m. 

Spanish closure 
holds back Baris 

Baris Holdings, which installs 
passive fire protection and dry- 
ing systems, reduced its pre- 
tax loss from £948,000 to 
£351,000 in the year ended Feb- 
ruary 28 1993. 

UK operations continued to 
perform well, but the year was 
affected by the closure of the 
unprofitable Spanish operation 
in the second half. Total losses 
incurred there, including clo- 
sure costs, were £721,000, less a 
net tax credit of £363,000. 

There were earnings per 
share of OJZp (losses 13^p; but 
no dividend is being paid (2p 
interim last time). 

Mr Robert Smith, chairman, 
said price competition 
remained fierce and led to a 
reduction in margins on con- 
tinuing activities from 17.4 per 
cent to 18 Z per cent. 

He did not envisage a rever- 
sal of that trend over the next 
year and, with the reduced 
amount of work available it 
was likely to effect the gtvss 
profit in the current year. 

Current order book was £9m, 
against £14m last year, while 
inquiry levels were down from 
£64m to £48m. 

A German subsidiary has 
been formed to exploit a mar- 
ket where margins were cur- 
reitfly higher than in the UK 
and which should provide a 
stable work load over the 
medium term. A substantial 
contract had recently been 
won. 


Golden Vale stake 
in Danish company 

Golden Vale, the Irish daily 
group, has agreed to acquire 33 
per cent of Danish company A/ 
S Vefle Margarinefabrik, mar- 
garine manufacturer, for 
DKr25m (£2.6m), payable in 
cash on completion. 


Gartmore American 
net assets growth 

Gartmore American Securities, 
a split capita] investment trust 
which invests predominately 
in higher yielding North Amer- 
ican securities, reported a 
higher net asset value of 52.4o 
at the year ended March ai 
compared with 35.2p previ. 
ou$ly. r 1 

minings per share rose from 
to 4.39p and tbJSSS 


3 total is maintained at 4p with a 
t same again fourth interim of 
- 1P- 

Net revalue came through at 
) £i-5m (£1.45m). Asset value of 
i the zero dividend preference 
i shares was 78. 3p a gainst 68Jp. 

t 

, Highbury screen 
contract for Avesco 

Avesco, through its giant 
i screen rental company 
I Screenco, has been awarded a 
! five-year exclusive contract to 
> manage Arsenal Football 
i Club’s two new Sony Jumbo- 
tron video displays. 

The installation of the 
screens at each end of the 
Highbury ground to show pre 
and post match entertainment 
is planned for the autumn. 
Arsenal has invested £2.5m 
and will be the first soccer club 
in the UK to introduce them on 
a permanent basis. 

Apart from 30 match days, 
Avesco will have access to 
remove the screens for use at k 
other events. • 

Frank G Gates 
better than expected 

Frank G Gates, motor traders, 
vehicle distributors and con- 
tract hire concern, reported a 
pre-tax profit of £886,000 lor 
1992, against £ 1.32m, a fall of 
32.6 per cent - | 

Turnover for the year was 
virtually unchanged at £56. 7m 
against £56. 4m. 

Mr Edward Gates, chairman, 
said that the second half of the 
year turned out to be better 
than he had anticipated at the 
interim stage. He added that 
the first quarter of the current 
period had shown a consider- 
able improvement over 1992. 

Mr Gates said it was suffi- 
cient to justify a maintained 
dividend of 2J2Sp. Earnings for 
the past year fell from 4^5p to 
3.65p. 

NZ Investment net 
asset value ahead 

The New Zealand Investment ± 
Trust had a net asset value of ▼ 
l44.6p per share at April 3Q 
asamst I01.7p a year earlier. 

Net revenue for the half year 

fmi «»\ Ehtly - !° £128 - 939 

(£131,692), equivalent to earn- 
top per share of l.29p (I22p). 

The interim dividend is held at 
0.5p. 

Medeva in US 
dermatology alliance 

Medeva - and Matrix of the US 

w? V tL f T^ f mi0T 
m 016 of dermatology to 

commeretelise the novel T^ra- 

Ev5 C b ?? ant Products being 

fnd L 0ped by f0r ^ U s 
and European markets. 

f£64m?te u invest 310m 

S“. at Per share and pro- 4 

JJJjf up 312m development * 

Under ?£ e L t0Be 

unaer the terms of the aeree- 

Matrik M P™*** 
Matrix stock during the first 

year of collaboration 
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Fresh surge takes gold to 
highest since Gulf War 


COMMODITIES AND AGRICULTURE _ 

to I Passions run high over Canadian forest 




Bernard Simon on an increasingly bitter battle between fellers and conservationists - 




By Kenneth Gtwxflng, 
Mhdng Correspondent 


ANOTHER FRENZIED day In 
the gold market yesterday saw 
the US dollar price rise at one 
point in the morning to $38150 
a troy ounce, its highest level 
since the panic buying just 
after the start of the Gulf War 
in January, 1991. 

Traders said profit-taking by 
Investment funds after the 
New York market opened pul- 
led back the price in the after- 
noon and it closed in London 
at $377.15, up $6.90 an ounce or 
by nearly 2 per cent from Tues- 
day’s close. 

Gold's price slumped to a 
seven-year low of $327 an 
ounce in London on the first 


trading day of 1993. The rise 
during the past four weeks, 
inspired by high-profile inves- 
tors Sir Janies Goldsmith and 
Mr George Soros, has taken the 
price up by 15 per cent 
Dealers warned that the 
frantic conditions might reap- 
pear today because many coun- 
tries observe Ascension Day - 
including Germany, Switzer- 
land and South Africa - and 
that could create a thin and 
volatile market 
Analysts' reaction to gold's 
sudden upward surge was pre- 
dictably mixed yesterday. 
Enthusiastic bulls suggested 
the price still had a long way 
to go and that the upward 
momentum would continue to 
be reflected in gold company 


share prices. H Don't let the 
grass grow under your feet 
while you are pondering your 
next move in gold shares," said 
Mr Nick Moore, analyst at Ord 
Minnett, part of the Westpac 
banking group. "Gold's pauses 
for breath are turning out to be 
very short indeed - more akin 
to the urgency of a Grand Prix 
pit stop than a lazy afternoon 
siesta." 

But an official at Anglo 
American Corporation of South 
Africa, the world's biggest gold 
producer, told Reuter that the 
demand which had boosted 
prices recently appeared to 
have come from a fairly small 
speculative community which 
could be unable to sustain 
prices at present levels. 


Review cuts cost estimate for 
Papua New Guinea mine project 


By Kenneth Gooding 


AN URGENT review of the 
capital costs needed to bring 
the Lihir Island gold project in 
Papua New Guinea into pro- 
duction has resulted in "a size- 
able reduct Lon" from the 
US$767m previously expected 
and Improved the economics, 
said Mr Geoff Loudon, chair- 
man of Niugini Mining, one of 
the partners in the project, yes- 
terday. 

However, Mr Loudon said he 
had no idea whether the 
improvement would encourage 
RTZ Corporation, the world’s 
biggest mining group, which 
has a majority stake in Lihir, 
to go ahead. All RTZ would say 
is: “We are continuing studies 
to improve the economics”. 

Lihir. in the crater of a dead 
volcano nearly full of very hot 
water, is the world’s biggest 
undeveloped gold deposit with 
resources of about 42m troy 
ounces of gold. It is expected 
that it will produce 628,000 
ounces annually in its first 13 
years. The PNG government, 
which will take 30 per cent of 
the project, reducing RTZ’s 
stake to 56 per cent and Niugi- 
ni's to 14 per cent, is keen for 
mining to go ahead quickly 
and has been putting pressure 
on RTZ for a decision. 

RTZ wants to reduce its 
exposure to the project on 


which US$l35m has been, spent 
so far - Mr Loudon described 
that group's attitude as "some- 
what lacking in enthusiasm" - 
and has been seeking another 
partner to take a 20 per cent 
stake. The PNG government 
has given RTZ until today to 
complete the search or it will 
temporarily take 50 per cent of 
the project so as to speed up 
the funding process. 

Mr Loudon, in London yes- 
terday, pointed out that the 
PNG government had no inten- 
tion of keeping the extra 20 per 
cent because the country 
would find it difficult to 
finance half the project. Its 
ultimatum to RTZ should be 
seen as part of a broader nego- 
tiating process. 

He admitted it was a matter 
of concern to him than some 
big gold groups had apparently 
looked at the project "and not 
grabbed the 20 per cent”. He 
was personally in favour of 
Niugini Mining taking the 
extra 20 per cent offered by 
RTZ but had not been able to 
persuade his board to take the 
opportunity. Niugini is 55 per 
cent owned by Battle Mountain 
Gold of the US. 

A 1990 study put the capital 
cost of the Lihir project at 
US$1.1 bn but in 1991 this was 
revised in a way that not only 
cut capital costs but also 
increased cash flow in the 


early years of production. How- 
ever, gold output would be cut 
considerably in later years. 

Mr Loudon yesterday would 
not give precise details but 
said the Latest cost review, 
which would be completed 
within a week, looked at the 
possibility of employing a min- 
ing contractor and saving the 
US$60m in the Lihir budget for 
minin g equipment. At present 
the cost of hiring contractors 
was very low. 

Also the $6Sm "cost escala- 
tion" figure in the budget gave 
room for manoeuvre as it origi- 
nally assumed a nnual inflation 
of 4 per cent over the 33 
months to bring the mine into 
production. Inflation was now 
expected to be below that level 
and much of the equipment 
was to be acquired in Austra- 
lia, so the fail of the Australian 
dollar against the US currency 
was also cutting projected 
costs. 

Mr Loudon revealed that the 
PNG government had agreed 
that the Lihir project would 
pay no duty on fuel while the 
gold price was below US$380 a 
troy ounce (a level that was 
exceeded yesterday for the first 
time in two years). The part- 
ners were also asking for con- 
cessions on import duties on 
equipment but the government 
was insisting it could not 
afford to lose the revenue. 


T HE BATTLE for British 
Columbia's majestic 
cedar, hemlock and 
Douglas fir trees is being 
waged with especial ferocity 
over a scenic web of forests 
and waterways on the west 
coast of Vancouver Island, 
known as Clayoquot Sound. 

The passions were evident 
last weekend when police 
arrested three people suspected 
of setting fire to a bridge lead- 
ing to the forests. Environmen- 
tal activists have been blamed 
for several other acts of vio- 
lence. Another bridge was 
destroyed by arson two years 
ago and on the night that the 
town council of Tofrno, the 
community closest to the 
sound, voted to support log- 
ging in the area earlier this 
year a fishing boat on the local 
beach was set on fire. 

Fearing another outbreak of 
violence, the Vancouver police 
were out in force last month at 
the hotel where MacMillan 
Bloedel, one of two companies 
at the centre of the Clayoquot 
Sound storm, held its annual 
meeting. 

Radical environmental 
groups have already threat- 
ened to "spike” trees in the 
Clayoquot Sound forests with 
metal stakes this summer. The 
spikes pose a serious hazard to 
loggers and diminish a tree’s 
commercial value. 

British Columbia's social- 
democrat government tried to 
defuse the tensions in mid- 
April by spelling out a compro- 
mise which met some, but not 
all, the demands of logging 


companies and their workers 
on the one hand, and conserva- 
tionists on the other. 

But the battle for Clayoquot 
Sound is far from over. 

MacMillan Bloedel expects to 
be bogged down for at least a 
year in negotiating the details 
of how it will cut down the 
trees that the government has 
agreed to set aside for commer- 
cial logging. Mr Dan Miller, 
British Columbia's forests min- 
ister, concurs that “it w31 take 
some time for the companies to 
design these plans and to sub- 
mit them to us for a p pr oval". 

The conservationists, for 
their part, plan to fight Mac- 
Millan Bloedel and Interna- 
tional Forest, the other com- 
pany whose cutting licence 
includes Clayoquot Sound, 
every step of the way. “We will 
watch everything and chal- 
lenge everything,” says Ms 
Vicki Husband, director of the 
Sierra Club of Western Canada 
and one of the sharpest thorns 
in the side of the British 
Columbian forestry industry. 

The province’s government 
last monthasked a senior judge 
to examine allegations that it 
created a conflict of interest by 
buying a sizeable block of Mac- 
Millan Bloedel shares at the 
same time as it was coming to 
a decision on Clayoquot Sound. 

The forests of the 262,000- 
hectare sound are not only 
important in themselves to 
both dflps but also epitomise 
the wider questions in the 
debate on forestry and the 
environment: to what extern 
should trees be cut down to 



Clayoquot Sound: "A very rare and valuable ecosystem. 


maintain jobs and investments 
in forests and saw-mills? Or 
should the forests be preserved 
entirely for wildlife, environ- 
mentalists and tourists? 

Mac Millan Bloedel says the 
sound would provide about 10 
per cgnt of the annual feed- 
stock required by its mills at 
nearby Port AlbernL The com- 
pany already faces reductions 
of up to 14 per cent in tree-cut- 
ting licences for other provin- 
cially-owned forests supplying 
the Albemi mills. 

The timber industry also 
worries that the wrangle at 
Qayoqnofc Sound is part of a 
developing pattern of endless 
negotiation, harassment and, 
increasingly, violence which 
have come to bedevil logging 
operations across the west 
coast of North America- 

More than two years ago, the 
provincial government divided 


the nearby - and equally pic- 
turesque - Carmanah Valley 
between working forests and 
wilderness areas. But 
operations there remain 
suspended as the authorities 
and the companies haggle over 
detailed working plans. 

Environmental activists see 
it differently. Ms Husband 
describes Clayoquot Sound as 
"a very rare and valuable eco- 
system”, which is one of the 
biggest original temperate rain 
forests remaining along the 
west coast 

Armed with detailed maps, 
she demonstrates how logging 
has denuded old-growth forests 
on Vancouver Island. ‘They’ve 
raped and pillaged, to put it 
mildly,” Ms Husband says. 

Under the government’s mid- 
April decision, about a third of 
the sound would be perma- 
nently off-limits to commercial 


forestry. Some 45 jwr cent 
would be available fig 1 logging, 
while 17 per cent would be 
"special management areas” 
where especially strict tfee-cab 
ting rules would apply to pm- 
tect scenic corridors, wfidfife 
habitats and recreation aim. . 

The government has prom- 
ised to ensure that harvesting 
is carried out ^sustaSaaWy". It 
plans, for instance, to restrict 
the size of dear-cuts, insist on 
greater use of helicopters to 
carry out felled logs and to set * 
aside substantial buffer zones wr 
between tourist areas and log- 
ging activity. 

The cost of cutting trees in 
Clayoquot Sound Is thus likely 
to be high. The companies 
warn that this may encourage 
such undesirable practices as 
"high-grading”, in which only 
the most valuable trees are 
removed. None the less, Mac- 
Millan Bloedel Is satisfied that - 
the government's decision Is 
the best it could realistically 
hops for. 

Mr Patrick Armstrong, a con- 
sultant whose clients include 
several British Columbian for- 
estry companies, says that it 
“is a win for the forest sector if 
you put it in the context of the 
times, the issues and the pres- 
sures that were being applied”. 

But the government has ^ 
promised to double the area of 9 
land set aside for parks and 
wildlife refuges to 12 per cent 
of the province. Mr Armstrong 
echoes the industry's concern 
that the tug-of-war over Clayo- 
quot could be the forerunner of 
a multitude of s imilar battles. 


Reconciling economics and ecology in New England 

David Blackwell on an area that could benefit from environmental pressures elsewhere 


Trinidad’s fertiliser output down 4% 


By Canute James 
in Kingston, Jamaica 


TRINIDAD AND Tobago’s 
nitrogenous fertiliser output 
slipped 4 per cent last year to 
2.38m tonnes, mainly because 
of plant closures for mainte- 
nance, the country's central 


bank has reported. Exports by 
the Caribbean state, a major 
supplier to the US and western 
Europe, were 2.08m tonnes, 
marginally less than in I99L 
Government officials say the 
country is now among the 
world's largest producers of 
nitrogenous fertilisers with 


installed capacity of 2.5m 
tonnes per year. 

Last month the government 
sold its wholly owned urea 
plant and Its 51 per cent stake 
in an ammonia plant to Arca- 
dian Partners of Tennessee, a 
major producer of fertilisers, 
for US$l75m. 


DRY STONE walls running 
through mature hardwood for- 
est in New England evoke a 
powerful picture of the sheer 
effort needed by the colonists 
to clear their new land of both 
trees and rocks in order to 
plant crops. 

The ruins of a farmstead, 
complete with rusting imple- 
ments, overshadowed by tower- 
ing red and sugar maple, black 
cherry, ash, beech, pine and 
hemlock also bear witness to 
the regenerative power of 
nature. The remains of barbed 
wire fences, once wrapped 
round a sapling, run straight 
through the centre of a 14-inch 
diameter oak. 

“There is no virgin forest 
here. This is all land cut over 
and used." says forester Bruce 
Jacobs, president of New 
Hampshire-based Fountain 
Forestry, which looks after 
150,000 acres of US forest land, 
mostly in New England. He 
reckons that the potential of 
the second-growth north-east- 
ern forests of the US as a 


source of hardwood has been 
overlooked at a time when US 
timber exports are booming 
and environmental concerns 
are reducing supplies. 

The most visible example of 
environmental pressures has 
been the battle over the endan- 
gered spotted owl, which last 
month took up several hours of 
President Clinton's time in 
Portland, Oregon. 

“Well get some of the action 
because of the spotted owl," 
says Mr Jacobs, who says that 
protecting the species will 
locks up 12 to 14 per cent of the 
Pacific north-west’s timber, 
and will have a big impact on 
the US domestic market. 
Already timber from the 
north-east is being sold in Chi- 
cago. which used to take all its 
construction timber from the 
west coast- 

The abandonment of the 
farms in New England followed 
the Civil War and the opening 
up of the American west A 
century and a half ago 70 to 80 
per cent of Vermont was open. 


but now between £0 and 85 per 
cent is wooded again. 

A time-travelling Indian 
would find the mix of species 
in the forest exactly the same 
as it was several hundred 
years ago. But he would won- 
der what bad happened to the 
giant white pine, which was 
relentlessly cut down to supply 
masts for the battling navies of 
Europe. While the white pine 
is readily found, none have 
been around the 200 years or so 
necessary to reach 150 feet 
high and 3 feet In diameter. 

That is not surprising con- 
sidering the region’s first saw 
miff started to operate in 
Maine early in the llth cen- 
tury. Timber harvesting has 
not stopped since - and a 
white pine reaches its maxi- 
mum commercial value after 
only 80 years. 

In upper New York state 
about 40 per cent of the Adi- 
rondack mountains Ls now 
managed by the state as wil- 
derness. Apart from the main- 
tenance of trails, the forest is 


left alone, and presumably 
some white pines will once 
again reach 200 years of age. 
But most of the rest of the land 
is in private hands and the 
owners want to make it pay. 

Mr Jacobs argues that it is 
possible both to make a profit 
from timber and to conserve 
the forest for hunting and lei- 
sure purposes. About 25 per 
cent of the entire US popula- 
tion is within a day's drive of 
the north-eastern forests. 

The most profitable hard- 
wood in the New England for- 
ests is Mack cherry, which pro- 
duces beautiful timber for 
ftirnitnre manufacture. If left 
alone the black cherry reaches 
maturity in 80 years, although 
management of the forest can 
shorten the time to 65 years. It 
is fetching $250 to $350 per 
1,000 board feet at present, 
although a tree suitable for 
producing veneer can fetch up 
to $2,000 per 1,000 board feet 

But the difference in price 
between the top value trees 
and those that can be used 


only for pulp is considerable. 
Pulped hardwood, which is 
needed for top quality paper A 
such as that used in glossy ” 
magazines, fetches $3 to $5 a 
cord (a cord is a stack 4ft by 4ft 
tty 8ft). It takes about 25 frinch 
diameter trees to make a cord 
- valuing each tree at only a 
few cents. 

In surveying for good pro- 
spective forest land, Mr Jacobs 
will look for timber that is at 
the pulpwood stage, but on the 
verge of reaching saw . log 
stage. “You can buy at 20 cents 
a tree, and 30 years later you 
have potentially a tree worth 
$200 to $300,” he says. “You 
also still have the land.” 1 

However, this means taking 
a long-term view. Many owners 
succumb to the temptation to 
take out all the best timber in 
one go, leaving the next har- 
vest 60 to 70 years away. As Mr 
Jacobs points out: “It’s very 
difficult to really hurt the for- 
est from a biological view, but 
very easy to hint in terms of 
economic value". 


WORLD COMMODITIES PRICES 


MARKET REPORT 


OOCOA- koodoo rax 


New York raw SUGAR prices 
remained broadly lower at midday 
after a steep late morning drop, 
but the emergence of trade buying 
and an easing of technical selling 
allowed prices to move well off 
their two-week lows, traders said. 
Analysts said fundamentals 
remained bullish. That was 
underscored by the International 
Sugar Organisation's estimate for 
the 1992-93 world production 
deficit at 1,61m tonnes. New York 
arabica COFFEE prices erased 
moderate morning losses to stand 
slightly firmer at midday. The early 
sell-off came as profit taking 
emerged after Tuesday's rise of 


3.45 cents a lb. Sales were also 
prompted by news that the Green 
Coffee Association had revised 
downwards by more than 50 per 
cent the decrease in US coffee 
warehouse stocks In April On the 
LME COPPER ended the afternoon 
kerb little changed, with the mood 
Indecisive and many traders looking 
to buy dips and sell rallies. There 
appeared to be solid resistance 
around $1,820-$1,830 a tonne for 
three-month metal and support 
below $1 ,800. Other metals were 
little changed - many appeared 
to be entering consolidation 
phases, dealers said. 

Complied from Reuters 
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Shares slide as sales news disappoints 


By Teny Byland, 

UK Stock Market Editor 


TOFAVOUHABUS Dews from 

rj® ,. UK consumer sector 
together with receding h^ 

share prices in London vaster 
taking the Footsic Ste 
down towards the 2J3QO mark. 
Trading volume CrSSd 


agaJn. biit once again the sec- 


the blue chips. Denmark's vot- 
“S approval tor the Maastricht 
tr«ity had little effect 
Share prices opened lower 
attempted rally was 
Quickly extinguished. The late 
SK!®R ?.“.. WaU Street over- 


backed away ahead of the 
opening of the new Wall Street 
«ssm in the event the Dow 
tadurtrtal Average was down 
only 7 points m UK hours, hut 
London stocks remained 

tS'SL? eir day ’ s lows - with 

^To^ ie . nearly 30 Points off 
at 2317.7 at worst 
The final reading of 2319.7 
gave a loss on the day of 27 6 
pomts. Even those traders who 
had warned that the stock mar- 


ket was merely moving within 
an established trading range of 
2,787 to 2,890 sounded sur- 
prised at the speed of its reac- 
tion over the . past two days. 

One reason is the return of 
the rights issue flow, although 
this is at reduced pressure tor 
the moment. Three issues were 
brought forward yesterday for 
a total of more than £350m, 
suggesting that the rights 
issue queue is being speeded 


up because of the weight of 
issues in the pipeline. 

Yesterday’s cash calls 
included the £200m convertible 
rights from Allied-Lyous, 
which bad been widely expec- 
ted on Monday, and two 
smaller equity calls from 
Compass Securities and Saat- 
chi & Saatcbi. Some relief 
came from the satisfactory 
reception for the next £3bn 
auction of government bonds. 


Gmn tart 
<W* PM chap 


TRADING volume in major stocks 


flg,aSgL; — ra*j +i 


Mm CM* DMA 

Bh PM dreg. 


MUn Cbomg Otf* 


Man amt <Wi 
Don We* daw 


did little to lift London s 


j « , — — JMWiiumi ^ 

toubts on the outlook for the 
New York market 

UK stocks began to slide at 
mid-morning as sentiment was 
upset first on the domestic and 
then on the international front 
Disclosure of a sharp rise in 
Geraian money supply in April 
aad the absence of any rate 
change at the Bundesbank 
meeting put UK interest rate 
hopes back on to the sidelines. 

News that UK retail sales 
had fallen by 03 per cent last 
month served to increase the 
City's distaste for the interim 
results from Bass, one of the 
leading UK brewers, which 
shook the sector by indicating 
a continued decline in beer 
sales and profits. 

The slide in the market 
quickened as London traders 
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The FT-SE Mid 250 Index 
again outperformed the Foot- 
sie. losing only 23 points to 
3.149 and remaining within a 
few points of its all-time high. 

However, turnover in non- 
Footsie stocks remained rela- 
tively low at only about 59 per 
cent of the day's Seaq total of 
6473m shares, compared with 
633.4m in the previous session. 
The official total of customer 
business, which tends to dis- 
close the strength of Institu- 
tional business, increased on 
Tuesday to return a worth of 
£135bn. 

Some strategists perceive 
selling pressure from the big 
institutions, which are 
believed to be short of ««h 
and fearful that equity rights 
calls and gilt-edged funding 
demands could catch them out 
over the next month. 

The latest reports from UK 
Industry have done little to 
sustain faith in an- early recov- 
ery in business activity and 
this, coupled with inflationary 
signs in the US and in Europe, 
have discouraged fund manag- 
ers in London. 
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tion that pressure could be 
exerted for a splitting of the 
roles of chairman and chief 
executive. 


FT-A Ad-Share Index 


1,450 


DISAPPOINTING results from 
Bass, Britain’s largest brewer, 
sent the shares into freefall in 
their largest recorded dally 
trading volume. The stock 
ended at 483p, down 50, with 
turnover readring llm. 

Every drinks specialist 
seemed to have a particular 
grouse with the Bass interim 
report, ranging from disap- 
pointment with Holiday inns 
to astonishment at the level of 
cash outflow. The first-half out- 
come was a profits figure well 
below the most cautious City 
forecasts, prompting a welter 
of downgrades and negative 
comments. 

Kleinwort Benson lowered . 
its foil year forecast by 10 per 
cent to £503m, while NatWest 
cut to £508m and SGST to 
£490nu 

Analysts also reported a 
gloomy post-results meeting. 
Mr Geoff Collyer at NatWest 
said; “There was nothing in 
the Bass explanation that indi- 
cated that their strategy is 
going to work.” SGSTs Ms 
Alex Oldroyd added: “Even if 
trading picks up, investors will 
take a lot of convincing to get 
back into the stock." 

Other sector specialists 
claimed that some disgruntled 
institutional investors were 
critical of the Bass manage- 
ment and there was specula- 
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Gold shares busy 

The latest upsurge in the 
gold price triggered further 
strength in South African gold 
shares and lifted the FT-Actu- 
aries Gold Mines Index to its 
highest level since August 
199L 

The bullion price readied a 
29-month peak at one point but 
came under severe pressure 
later after rumours that Mr 
George Soros, the US investor, 
had begun to sell. 

London trading in South 
African golds built up through- 
out the session, with the top 
quality producers such as Vaal 
Beefs touching $74 before 
retreating to trade around the 
$71 level Driefontem peaked at 
$12% before slipping to $12%. 

One leading trader said there 
was broad demand for golds, 
with South African institutions 
buying aggressively, closely 
followed by Continental and 
US investors. London buyers 
were more restrained. 

The sudden strength in 
metal prices gave a further 
boost to Lonrfao, the UK-based 
conglomerate with substantial 
interests in precious metals via 
big holdings in Ashanti, the 
Ghanaian gold mine, and West- 
ern Platinum, the South Afri- 
can platinum minfe 

Lonrho rose 2 to 116Kp, its 
best level for more than a year. 
Dealers said Lonrho’ s recent 
strength was in the face of 
some exceptionally heavy sell- 
ing. Yesterday it was 
ffTinniinppd that the Malaysian- 
based Genting group of compa- 
nies had reduced holdings in 
Lonrho by around 7m shares to 
38.1m. “There has been a sub- 
tle but positive shift in the 
London market's view of Lon- 
rho since the arrival of Mr 
Dieter Bock at Lonrho last 
year,” said one dealer. 
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Enterprise hit 

Enterprise Oil was the worst 
hit in a weak oil sector as deal- 
era reacted to the re-emergence 
of rumours that a large block 
of shares in the compan y could 
soon be sold. 

“It is an early start to the 
silly season in Enterprise," 
said one oil specialist, referring 
to long-running stories that a 
63m block of shares in Enter- 
prise held by Lehman Brothers 
niipht be sold off shortly. Leh- 
man acquired the Enterprise 
shares via its participation in 
the listing of Enterprise ADRs 
in the US last year. 

Speculation started with 
news that Enterprise is updat- 
ing the prospectus it prepared 
for the ADR listing. However, 
it was pointed out that Leh- 
man had been free to sell its 
Enterprise stock since the sec- 
ond half of last year. The 
shares closed 16 lower at 450p- 

The much*vaunted bona 
Issue from Allied-Lyons 
knocked the shares in a drinks 
sector weakened by the Bass 
performance- Allied lost 12 to 
53lp. Results, an aquisition 
and. a rights issue left Compass 
Group a penny better at 528p. 


The fallout from the bearish 
statement by BSN, the French 
food manufacturer, on Tuesday 
continued to impact on its UK 
counterparts. Unilever bore the 
brunt yesterday, crumbling 22 
to 1014p. 

Pharmaceuticals group Med- 
eya added 4 at 221p after 
announcing a strategic alliance 
with Matrix, of the US, to sell 
skin products in the US and 
Europe. 

Portals gained 8 at 474p, 
with some analysts si gn all in g 
the relative value in the 
shares. Williams de Broe was 
pointing out the specialist 
paper maker’s modest price/ 
earnings ratio in the sector. 

A £73m rights issue from 
Saatehi & Saatchi was well 
received and after the initial 
knock-back the shares recov- 
ered to close only 2 off at 170p, 
after hitting a low of 161p. 

Tobacco and insurance 
group BAT Industries dropped 
again under the pressure of a 
fall on Wall Street and cau- 
tious statements at BATs 
annual meeting on Tuesday. A 
decline in Philip Morris shares 
in New York also affected BAT 
shares in London. 

The shares failed to react to 
positive advice from several 
UK analysts, including a buy 
note from Nikko Securities and 
research from NatWest Securi- 
ties. The latter pointed out the 
“good value on yield, dividend 
growth and disco unt-to-asset 


grounds” but the stock closed 
a net 2114 lower at 822Kp. 

Hanson, was another 
blue-chip international trader 
failing to respond to buy 
recommendations which were 
based on the conglomerate's 
solid yield. The shares lost 4 ‘A 
at 233‘Ap. 

Healthcare group Reckftt & 
Column advanced 5 to 549p 
after announcing a perfor- 
mance in line with current 
growth targets. 

Wellcome reacted belatedly 
to news that it has received UK 
approval to sell the cream ver- 
sion of its anti-herpes product 
Zovirax over the counter in 
chemists shops for treating 
cold sores. The approval, 
announced on Tuesday, was 
expected but the shares rose 15 
to 784p yesterday. 

Inte rnational conglomerate 
BTR moved againsts the mar- 
ket trend, adding 4 at 585p in 
trade of LSm after SG Warburg 
reiterated its positive stance, 
ahead of today’s agm. 

English China Clays fall 13 
to 433p after NatWest Securi- 


£l25m and £145m. The shares 
fell 7 to 436p after higher than 
average trade of 5.6m shares. 

Worries about a dividend cut 
coupled by the negative senti- 
ment in GKN combined to 
depress Lucas Industries and 
the shares eased 3 to 134p. 

British Aerospace came off 
the day's lows to close 3 lighter 
at 331p, after Kleinwort Benson 
upgraded its 1994 profits fore- 
cast Leaving its current year 
estimate at £125m, the securi- 
ties house increased the follow- 
ing year’s forecast by £20m to 
£200m citing improvements in 
the defence sector and at 
Rover, BAe’s car making sub- 
sidiary. 


MARKET REPORTERS: 

Christopher Price, 

Steve Thompson, 

Peter John, Joel Ktoazo. 
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Poor sentiment at GKN’s 
animal meeting led to another 
round of profit downgradings, 

' causing further weakness in 
the stock. The chairman said 
the company's trading results 
during the first four months of 
the year were “marginally” 
behind those of last year, with 
European markets weaker 
than anticipated. 

Analysts who had reduced 
estimates only two weeks ago 
moved to make further cuts 
and the range of current year 
forecasts is now between 
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In the afternoon, dealers 
focused on the poor US budget 
deficit statistics, sending the 
contract lower in anticipation 
of a poor opening on Wall 
Street Sporadic bargain hunt- 
ing was seen in the late after- 
noon when New York opened 
firmer than anticipated. 

June finished at 2£28, down 


30 from its previous dose and 
around 6 points ahead of its 
estimated fair value premium 
to cash of about 5. 

Turnover was 11,201 at the 
official close. 

Volume In the traded 
options was a hefty 41,098 
lots, of which 13,017 contracts 
were in the FT-SE 100 option. 
Barclays was the busiest stock 
option with 1,445 lots. 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


... timV-S THURSDAY MAY 20 1993 

finMEY MARKET FUNDS 


FOREIGN EXCHANGES 

Questions raised on D-Mark 


THE D-MARK's weakness in 
the wake of Denmark's ratifica- 
tion of the Maastricht treaty 
was the dominant issue in for- 
eign exchange markets yester- 
day, raising speculation that 
the German currency is on the 
verge of a sharp move down- 
wards, writes James Blitz. 

Dealers continued to unwind 
long D-Mark positions in the 
wake of the Yes vote in Den- 
mark, pushing the German 
currency to a historic low 
against the Japanese yen, and 
helping sterling to break 
through the DMZ50 barrier for 
only the second time this year. 

New-found confidence in 
European monetary union was 
always bound to weaken the 
German currency, which inves- 
tors had used as a vehicle for 
hedging against another crisis 
in the exchange rate mecha- 
nism. 

But the surprising aspect of 
the German currency's weak- 
ness yesterday was that it 
came on a day when the Bund- 
esbank left interest rates 
unchanged. This was contrary 
to the expectations of many 
dealers, who had priced a Vi 
percentage point cut in the dis- 
count rate into their 
operations. 

The yen closed at Y68.04 
against the D-Mark from a pre- 

£ IN NEW YORK 


vious Y68.65, while sterling 
closed up 1% pfennigs at 
DM15025 in spite of retail sales 
figures which raised specula- 
tion about a a cut in UK base 
rates this autumn. 

There were other hints that 
the D-Mark’s role in fund man- 
agers' portfolios was being re- 
assessed. 

A rise in German bond yields 
to 6.85 per cent implied that 
there were sharp flows out of 
the German currency. Some 
analysts suggested that zero 
spreads between French and 
German bonds were not incon- 
ceivable. 

The dollar managed to hold 
steadily against the German 
currency, despite a day which 
brought the worst US trade 
data in four years. The March 
trade deficit ballooned by 29 
per cent to SlO-Zbn, and the 
deficit with Japan leaped to a 
5-year peak. However, the dol- 
lar closed in London virtually 
unchanged at DM1.6235. 

The German currency gained 


no strength a gains t the Dutch 
guilder, despite a 10 basis point 
cut in the Dutch central bank’s 
advances rate. At the close of 
trading in the exchange rate 
mechanism, the guilder was 48 
basis points above the D-Mark 
in the currency grid, almost 
touching the self-imposed limit 
of 50 basis points set by the 
Dutch authorities. 

Poorer than expected figures 
for German M3 money supply 
growth were a strong factor 
behind bearishness towards 
the currency. On an annual- 
ised basis. Germany's M3 
money supply grew 7.3 per 
cent in April compared to 3.4 
per cent in March. 

However, Mr Steve Hannah 
of D3J International in London 
said there was a clear message 
in yesterday's events that the 
D-Mark was weakening. "We 
may be beginning to see an 
acceleration of a malaise that 
will characterise the D-Mark 
for the rest of this year," he 
said. 
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MONEY MARKETS 

Euromarks fall back 


FT LONDON INTERBANK FIXING 


lli.oo Qjm- May 19) 3 montiis US doRara 


Ud 3*a 


after 3>« 


6 months us Dollars 


bid 3*4 


oiler 3Je 


GERMAN interest rate futures 
fall sharply yesterday after 
Germany’s latest money suj>- 
p]y figures appeared to be a 
good deal worse than expected 
and the Bundesbank decided 
not to cut its short term inter- 
est rates, writes James Blitz. 

It was announced first thing 
yesterday morning that, on an 
annualised basis, Germany’s 
M3 money supply had grown 
7.3 per cent in April compared 
to 3.4 per cent in March. 

UK dealin g bank bass tending rate 
6 per cent 

from January 26.1993 

The headline figure was worse 
than dealers had expected, 
leapfrogging over the 
Bundesbank’s target band of 
4.5 per cent to 6.5 per cent 
annual ised monetary growth. 

Some analysts suggested 
that the underlying monetary 
growth may not have been as 
bad as the headline figure 
indicated. The higher growth 
did not reflect increased 
private sector or bank lending, 
but lower long term savings 
and increased lending to public 
authorities, both of which are 
said to be rather erratic 
variables. 

“This figure would actually 
encourage an interest rate cut 
not postpone one," said Miss 
Alison Cottrell, an analyst at 
Midland Global Markets in 
London. 


But, in interest rate markets, 
the dear view was that the M3 
figure was the precursor to a 
more cautious attitude to 
easing monetary policy by the 
Bundesbank. 

In the early morning, the 
June and September Euromark 
contracts fell back by 10 and 11 
basis points respectively, 
bottoming out at 92.77 and 
93.54. 

The Bundesbank later 
decided to keep its Lombard 
and discount rates unchanged, 
despite expectations earlier in 
the week of a modest cut in the 
official interest rate floor. Both 
contracts remained at these 
low levels at the close. 

Sterling futures markets 
were a good deal more bullish 
about a rate cut, following 
another good performance by 
the pound On the foreign 
exchanges and a 
poorer- than-expected retail 
sales figure, which implied 
that the UK authorities may 
still need to stimulate the 
economy. 

The June short sterling 
contract rose 2 basis points on 
the day, but the September 
contract dosed 11 basis points 
higher at 94.05. 

In the cash market 3-month 
money softened to around 6 
per cent from a previous dose 
of 6A per cent There was a 
large shortage of £l.65bn 
forecast at the start of the day 
but it was swiftly despatched. 


Die thing ran are the arit hm e tic means rounded ta the nearest ane-atxuanta. of the Md and 
ottered rates tar 510m quoted to tin market by tore reference banks aT 1 1 .00 am. each noridng 
toy. The banka ere National WanmUnUr Bank Bank at Tokyo, Deutsche Bonk, Banque National 
da Pans end Morgan Guaranty Trust 
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ARE YOU AN 
EXPORT 
EXPERT? 

ra w r ikor i pt m lo ai carrt^tfy mljm, 
could irfrr m copy ttflbr 'Exp ort in' 
CbnMUT (BKPJStJLOO) Tbajtm )0 


thaprtxcf 


Identify 3 product areas in which 
Britain leads the world export 
market. 



A: OIL B: PEOPLE C: EDUCATION Os INSURANCE 
E: WHISKY F: MOTORCYCLES GS FUFINiTURE 
H; RACING CARS L GARDEN GNOMES 
Jr ARMAMENTS It RSHINC NETS U TV SETS 
ANSWERS 

1=- 2: 3: 


Name 


Title 


Company 


Address 


■■TriJemational Trade 
<ihc 3ankir.y 
Soivicci 


Bank 


Send you- anewerc to: National WoGtritinaer Bank Pk^ tntwiutaonal Trade 
and Banking Sereicw. 3nl Ftoor. Wobb House, 210 Pentemrile Road, 
tCngs Cross. London. N1 SHL 


Ctoteng tote tormMee 3P881 CramMBon nira. rad noMrafaDn of rtnr, b« 

OttW W> Oto aboraadarau. 


CROSSWORD 


No.8,155 Set by GRIFFIN 





<« 


ACROSS 

1 Way to hold lone plastic enve- 
lope (6) 

4 On board can boy back mali- 
cious rumours? (8) 

10 Member is to cite broken 
trace (9) 

11 Cat made row around mid- 
night (5) 

12 Approach Officer Griffin (4) 

13 Beer with head on causes ani- 
musityi (10) 

13 set fiat m Gateshead 

16 Withhold film certificate (6) 

19 Couple chat at broadcast (6) 

21 Pilot Impounds American ves- 
sel (7) ^ 

23 Irene, a bull could be treach- 
erous! ( 10 ) 

25 Way no man gets a girl ( 4 ) 

27 Live down under (5) 

28 Slough lake I first spotted? ( 9 ) 

29 Jeering journalist rejected 
Poor Ingrid (8) 

30 -f^ S L? ne ^ ^ giving wind 
protection (6) 

DOWN 

1 Hunted for mischievous chfl- 
dren outside (8) 

2 Spiteful woman taking fel- 
low’s dairy product ( 9 ) * 

3 Stay topless and relax (4) 

5 Many less burnt made a fuss 

e fc?SgM? raskMlbls ™i‘ 


7 Ancient invader's point of 
view (5) 

8 Force top security lock (6) 

a Travelling band Td intro- 
duced (6) 

14 SiUy old A1 is married hut 
refused ( 10 ) 

17 Pole cooked them meal with- 
out cheese ( 9 ) 

18 J 1 ®*' to heartless 

lady being amicable! (8) 

20 < 7 ^ ten 10 3 number aw* cheer 

21 Passionate insult Ryan sup- 
presses (6) 

22 Shoot up to bed when called 

W 

24 heanJ you left Elira- 

oo«* a sovereign (5) 

Support for each one accepted 
Solution to Puzzle Nq. 8,154 
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We cover the latest European. U.S. and international news, and analyse the impli- 
cations from a European perspective. In fact you’ll find far more than finance in the FT. 

No surprise then, that the Financial Times is read by over four rimes as many 
senior European businessmen and women as any other international newspaper* 

Make sure you're one of them by getting your own copy of i he newspaper 
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32% ffi% FtstFM 
*0% 33$ Fit Fd 21 
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7 4FWCGW 
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004 04 247 10% 10% 19% +% 

004 60 535 J% 8 8 +% 
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45% JeBenaPx 156 30 13 734 48% 

08 JrsCPwSPf &00 7.9 250 101 

708 7.7 XlOO in(B 

106 29 14 B01 46$ 45$ 

104 23 1715206 45 43% 44$ 

050 35 11 22 13% 13% 13% 

088 4.4 173423 20 19$ 20 

- K- 

17 13% KLM RDfcll 052 20 7 3179 14$ 13$ 1 
25$ 22% K Mart Cm x 006 40 1116093 23 22% 

37 2BKHBwgr 102 30 18 998 B% 34$ 

400 60 rt0u68% 68% 

220 90 10 S9 23$ 23$ 

003 100 17 9$ fl 

13 687 3 Z$ 

144 00 18 583 24 23% 

. 100 G7 no 15 15 

37% 30$ KbassSlOX 030 08 23 3241137% 35$ 37$ 
11% 7%lbslar 010 10 13 225 B 7% B 
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60% 71$ M’ganJPPI 500 60 46 77$ 77$ 77$ ft 
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IftMomra* 080 30 40 12E2 22$ 21% 22% ft 

006 10 24 750 77% 7ft 77 +% 
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1 APrtneMotP 2083328 0 2 $ $ i 
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30b 28%smmrca 028 15 13 2071 29% 28% 29% +b 

43% 35Guttebwd 150 25 17 1226 42% 42% 42% -% 

5% 1% &nehM>f 1.10 215 285 ifi* 5% 5% 

2 ASUHhtaMD MBS (12 1% 1* _ 

49%42%SUmwt 1.12 25 131190 46 43b 44* +* 

11% 9%5ra»rRxxU 054 15 17 228 -9% ft 9% +% 


49% 27* Smarter 
34* 20b SmaraVu 078 Z3 14 1576 33 
28% 16% Sag Ore 116 09 21 1623 17: 

18 13% Steamy 053 02 111 15 

15* llbSynBdirK 18 W72 13 

11% ftOpwtop 11 78 Itf 

20% ISSynmuiFfl 05T25 16 282 iff 

23% 17% Synasx Op x 1JM 55 125041 19 
27% 22% Syantop 128 1.1 26 2220 2ff 
12% 7%SyterasCh 8 15 3 


0.18 03 27 248 45% 45% 45% +b 
078 Z3 14 1576 33* 33% 33* +% 


s a 3 

12% 13% +1% 
10 10% +*a 


25% 21* US top 154 GO 20 330 22% 22% 22% 
4% ItlUtote 1 400 4% 3* 4% 

7% 5% UNC be 10 220 8* 6% 6% 

38% ZBIhHhc 144 15 21 733 34% 33* 34 

29% 24% IMM 020 07 17 42 26% 28% 28% 

73% 63% Unflgrar 255 17 15 15 88% 63% 63% 

118*2 102% MNV Z7D ZB 16 1898105% 104* 1(S% 

49 41% UntaCamp 158 14 45 2004 45% 44% 49% 
20% 16LWontot>x 075 18 224834 19% 18% 19% 
18 9* IMM top OS 8 12% 12% 12% 

53 ‘'81*0350 150 85 2 u53 53 S3 

88 80% fine 450 450 7.1 z7D 63% 63% 63% 

40% 35% IMcn Bee 232 19 13 1280 30% 38% 39% 

65% SB* (Mon PW 148 24 16 2553 82% 80% 

29% 22* IHanPlBrt 0.72 2B 12 92 25% 24% 25% 

28% 17* Urirailtaa 020 09 31 1763 23% 22% 23 

1% ttUnaedHa 0 117 * % % 

13* 9* IMsysdp 277225 105420 12% 11* 12% 
3* 1%lMltop 45 243 3% 3% 3% 

38* 28%UMAaM 050 22 21 185 38% 35% 36% 

14% IZUkDnnray 070 52 75 34B 13% 13% 13% 

14 8IMD0KM 020 15 22 Tt 13% 13% 13% 

88 40 UkHttcre 003 Ot 32 3057 SB* 58% 58% 

44 41 Ubfluni 25B 03 11 60 42% 41* <2% 

10% SUMrakM 020 42 4 606 5% 64% S 

31 28% UUnMgnt 030 1.0 15 tfOO U31 31 31 

10% 8* UhKgdnAd 022 92 80 10 9* 10 

n aUUPBrtOI 12 300 nH % % 

24% 12* USAfe 012 05 211832 22% 21% 22% 

1ft 11% USnS 020 12103 2677 16% 15% 1Gb 

lb rallS Home 31472 01% 1% 1% 

42% 35* UGUFEOpr 120 11 12 884 38% 37b 38% 

12* 9* UUStStow 052 55 96 471 9% dS* 9% 

79% 28%USEWgel 030 08 15 4885 38 36% 37% 

45 37* IBWM 214 45 142M55 43% 41 43*2 

52 43% UUTPrtrax 150 35400 3388 ,52 51% 52 

15* 14% Ukmnrx QJC 55 18 18 15% 15% 15% 

12% 9* IMhoda 25 48 12% 12% 12% 

37% 31% IMr Foods* 058 15 17 476 35% 34% 35b 

18* M%lMyH1h 158 95 64 193 17 19% 18* 


88 48UkHbos 
44 41 uasum 
ft 5IAIrakM 


IDS* +% 
49% +% 

’ft +% 
12% -% 


25% +% 
23 -% 


lft +% 
ft . 


58% +1* 
42% -% 

5 ■? 
31 +% 

10 

22^ +1* 
a . 


1 5% Wlanatago 24 444 7% 6* 8* -% 

24* Wht&wgy 155 57 15 B73 26% 25% 28% +% 

30*4 MKRhar 1.74 52 13 200 33** 32% 33% +% 

48meotop 154 14 22 410 53* 53% 53* +% 

13*VMmton 016 05 51 343 20 19b 19* +% 

27Vtocterti 1.18 10 14 4858 29* 28* 29% +% 

11* World Wide 004 03 30 13b 13% 13% 

4% WorMorap 1 97 5% 5% 5% +% 

29*2 WlMay 040 15 25 1245 33 31* 33 +% 

21 15% Wy» Labor 028 15 11 348 17% 1ft 17% +% 

35% 26 Wymsnj 180 22 13 188 2ft 2ft 27* -* 

-X-Y-Z- 

88* 7lbXanx 350 4.1 31 4589 73% 72% 73% +% 

55% 51bXana4.I2S 4.12 7.4 8x55*2 55 55b +1% 

50% 31% a® Com 024 05 17 857 41 38* 40% +* 


88* 7lbUn* 100 4.1 
S 1 ; 51bXanx4.I2S 4.12 7.4 
50% 31% Mrs top 024 06 
33% 29% VWtBBfigy 156 53 

1% % Zapan 

8% 5*2MffiBC 
29% 1ft lentto tot 150 4.1 


4.12 7.4 8 U5ft 55 5ft +1 b 

024 OB 17 857 41 38* 40% +* 

156 55 13 29 31* 31% 31% -b 

112 1089 Ul% 1% 1% -% 

1 630 8* ft 8% -% 


7* ft2Mxhex 052105 
l5l2*Zentopx 040 25 
40* 35% Zranhd 088 Zfi 
13* 12% ZteB Fund 1.12 05 
10% 9*2tegTdlX OSG 95 


At* ran anpCM tr 7<uus 


150 4.1 20 320 24% 24 24*4 +% 


58 7b 7% 7b ft 
10 35 14% 14% 14% -% 
38 3228 36634% 35% 4 

157 12* (lift 12* . 

IDEE 10 VP* 10 +% 


late tel tea iten te pate bn Jra 1. atetee ha ted taM 
dm «hn*wHi>ted(te4teamateran2SpmMorBnitebte 
ate. te ftes hw«rar onpa te Mate « term ur te iwrrtxSi a0- 


158 95 54 193 


i tow ta Bs peer 52 > 


oHtetxtei ran. xw fate totfL t-aidtog Hu rt* bra4na*T ra 
i ixrt ix n to m bft my te tear ma tean«te Aa. » note 
na« by «rt u*ra terwteML iX+Vhi xaad. mh« (te- 
rn B-BHMflte et m-rigMi ntotedhteaPOL ratenx aamBIs. 
fteOMdand te teu n ton. WHte MxnM. 


AMEX COMPOSITE PRICES 


4 pnt cJass May 19 


Oh. E 100s Mgh law ante Ctep 

0 23 3* (fib 3% 


Acton Cpr 0 23 3* dft ft 

AbExpr 014 12 345 20% 19* TO 

Attibc 2 87 lA 1% Ii 

MVraM 30 SB 3% 3* 3* 

Am MPa 052 11 2100 39% 39% 

AmMabe A 064 20 *65 18% 18% IB% 


AmMabe A OM 20 465 19% 1ft 1B% +% 

k Amdahl Qi 005 2 B17 5% 5% 5% +% 

f AmExpl 1 300 1% 1ft 1% 

AMMMnA 25 72 8% 8 8% t% 

ASHkns 050 0 73 1* 1* 1* -% 

Aarotoch 17 34 3* 3% 3* +% 

Atari 1 496 1% 1ft ft +4 

AUasCMB 2 830 it* % ii 

AadCNxA 15 112 10% 10% 10% -% 


Stack Ota. E 108 b MgW UwCtanOBR 

atri HA 001 W12 05% 4* 4H -ft 

Osteen OJO 13 9 12% 12% 12% ft 

Computrac 21 19 1ft 1ft 1ft 

Crate FM « 3 7 7 7 

CnsaATA 128 3 177 15% 15% 1ft ft 

Crown C A 040 12x100 15% 15b 1ft ft 
CrawnCB 040 11 « 13* 13* W* 

QUC 153 26 IDS 21% « «% ft 

Ctemnedh 10 34 2% 82b 2% -ft 


Dta. E 100s HBh Lora Ossa Cteg 

10 47 4 3* 4 

2 B3 2H 2S Til -ft 

015 29 Z100 10* 10* 10* , 

111062 3A 3 8% +ft 

53 BS7 3% 3% 3ft +ft 

25 100 11% 10* II +% 

sjS 54 ffi Si 


or m*s 

Ducwnmun 


11 2221 
6 2113 
15 38 

012 0 60 
0 380 


n as 

Stuck Db. E Wb MOO LowCtanBtaf 
OdetteA 87 20 6* 6* 6* , 

Otottex 024 28 751 24* 23* 23% -* 
PegesuaG 010 67 8302x24% 22% 22% -1% 
ParM 080 2 59 13%d13% 13% -* 
WWW 158 91100 17% 17% 17% , 

PMLD 02S 9 618 35% 34* 34* -% 

PttraayA 070 13 26 25% 24* 25* +* 

a ton* 0.72 17 80 10* 10% 7ft +% 

J 074 15 328 12*dl2% 12* ft 

Protein* 010 1 295 I* Ifi 1* it 


048 81 SB llj 
233 426 171 


5 4* 4* -% 
5 5 5 


BBHOcarai 055 2 40 3ft 3ft 3ft 

BakkteTA OM5B 35 4% 4* 4% +% 

Bany RQ 8 9 7% 7% 7% 

BAT W 078 14 297 12Bd12« 12* 
Bwrion 0 50 % % fa +14 

Bergen Br 050 11 390 18% 18% 19% +% 

Btata Man IJKHSB B 25 25 B ft 

Bto-ltadA 7 23 14 13* 18* 

BtoraV A 055 23 118 14% M 14* +% 

BterPh 42 206 ft 6% ft 

BawVUas 45 8 10% 10% 10% 

Boranui: 11 48 18 In 13 ft 

agun njo 19 193 20% 19* 20% +* 

BraacraiA 154 9 328 9* 9 9* ft 


046 14 20 12% 12% 12 iB 
152 9 24 17* 17% 17* 

EchoBsy 007 36442DBU12* 10* 11 

EbjIBiA 024 14 45 14* 14* 14* 
GOato 0 1990 % % % 

STsbv 114245 X2* 2*3 2* 


Fab bids 050 11 A ffl* »* »* 
Fnehc A 120 39 21 81%i*0b 

Wt^flnc 020 10 5 ift 

SMI 052 12 38 24*023* 23* 
^rwtUi 2S\M 35% 34% 33% 
Fteuancy 18 10 tt 4* 4* 
ftS&oS 14 8839 87* 38 37* 


(H£nsr 201075 20 19% M ft 

C*«p 0 10 1* 1j4 1 Jri 

toTltofC 023 8 4 11% 11% 11% 

tote* A 001 24 2B2 3S 38 3* 


rm* 


2 285 4% 


GtonlFdA 070 171294 24% 

Ghuro- 070 19 BS 18* 

GdIcM 81530 X* 

Outran 14 160 4% 
erarcda 034 txor u%» 

( fat ten 024 17 4601x36% 


111 


Jan Bel 29 2379 17* 19% 17* ft 

KhSfcCP 10 30 4% 4% 4% ft 

KkltyExp 24 IS 15* 15* 15* 

LteamB 10 30 H * H +ft 

Laser hd 21 29 8* 6* 6* ft 

LtePharm 32 5 1ft 1ft 1ft +A 

LtonalCp 0 240 5 5,5 , 
Usmttoc 13 62 14* 14% 14* ft 

Lynch Cp IS 4 22* 22* 22% 

UharTSc 18 62 18 18 18 +* 

Maxnm B 78 Z3* a S* ft 

Uadis A 044 a 33 20* 20% 20% ft 

Mem Co 020 2 40 4% 04% ft 

Uoog A 56 16 8* B* 6* 

USRBM 4 62 * * * 

HU PM 3 330 oft 3ft 3% +A 

HOWURB 20 177 13 Ift, 13 ft 

nttsmba o»i» bbo a* 27% a* +% 

Ntn&noa 017 22 a mi 10* 11 

HumacO&B 72 365 u6* 6% 6b +% 

HVRyrai 3 83 % ft % 


SJWCorp 2JM 10 nOO 37% 373 

SttvOnton 24 71 18* 175 

SMB 004 IT 194 8 54 

TIM 31 a 2 i; 

TteProdax050 32 16 11% 11* 

TeJSOata 034 53 395 39* 3 

ThBtnttdca » 298 15 14}; 

Ttormohe 32 264 40 30} 

TOM Pel 050 21 495 oft 7$ 

TawnCntry 0 146 2tt 2* 

TUnsMex 6 402 5% 


37% 

18 * +% 


^ ft 

38% , 

15 +* 


UUFOOflte 4 7 1% 1% 1% , 

UUFoOdEB 020 5 3 1% 1% 1% -A 

UntoPlte 48 96 9* 9% 9% +* 

US 0*4 104 42 25% 2ft 25 -% 

WesOMd 38 2995 13% 12* ift ft 

WrakSBer 056 9 32 24% 24* 24% +% 

9KT 1.12 22 51 15* 15* 15* +* 

Warthanx 020 9 34 24% 24% 24* -% 


GET YOUR FT DELIVERED TO 
your HOME OR OFFICE IN GERMANY. 

A subscription hand delivery is available in all major cities ihroughoul Germany. 

... Jnr daily copy of the FT to your home or to your office at no extra charge to you. 
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b-rtfc * 04 !^ umsrntsJSm ‘ 


jP^r ricr^V 


everyone _ 


Am TlW 9 719 1D% 9* 9* -% 

AmFWI 1 4 ft 0% % -ft 

Amganhe 1421869 3S) 2 36* 38% -% 

AffiMlCp 41 1791 31* 29% 30% ft 

AraMFln 3 860 ft 3* 4* *% 

Anrasgh 14 Sis 13% 13% 13% -% 

Anafysts 060 17 61 27 28* 27 ft 

AnangsUm 1-00 16 175 16% 16 16% 

Andrew Cp 15 850 22* 21% 22* -% 

Andros An 14 12 15 14% 15 ft 

Apogee En 028 30 238 11 10% 10% 

APPBto 23 2311 5% 6 6%+* 

AppU Mat 41 91661154% S2% 52% 

Apple Damp 056 1314096 S7% 54l 2 57% +1* 
AppMWS OJM 42 511 u3B 38% 36 +% 

AftarDr aa 18 538 19 18% 19 +% 

Anaeox 021 18 E80 ulh 17% 17% 

Argonadx 1J» 10 17 33 32% 33 +% 

AimirAI 064 IS 747 16% 16% 16% +% 

Arnold tax 054 14 37 29% dz? 28% -% 

ARC &p 401814 13% 12% 12* ft 

AspttffBi 38 759 20 19% 20 +* 

AssocCnmn ISO 375 19% 17* 18 -% 

AST torch 97009 IS (5% 18 ft 

AKham 32 35 9% 8% 8* -% 

ADSEMr 028 33 1052 35% 34% 35% +* 

Autodesk 048 299197 S2% 50% 52% +* 
Aublte 16 276 4 3% 3* -* 

Awndato OOB 15 8 2* 2ft 2ft -ft 

AztraCp 17 2226 7% 7% 7% 


BPXSB 

BeorSd 

Becota 

BeoAita 

Emcon Ass 

EnUexCp 

Endian 

EngyVRs 

Bigraoh 

Enzonhc 

EqwtyOd 

Ericsson 

Evans Sn 

Ewrex 

Es a hy to 

ExcsUka 

Exsertol 


- E - 

9 16 8 7% 7* -* 

8 599 6% d5> 2 S* -% 

1 21 Id** 

006 32 3578 40 38 * 3&% +1% 

1815522 10* 9% 9* +% 

3 386 2|| 2,2 25J -ft 

166 739ui0% 9% 10 

440 31 16 30% 30 30% 

528188 34% 32% 34% +% 
23 618 9 8% 9 +* 

18 618 7% 7% 7% +% 

4 418 4% 3* 4% ft 

1712 489 18 17 17% ft 

0.12 25 144u13% 13 13% -% 

41053 5% 5% 5% 

0.10 68 242 U4% 4 4%-% 

05112111197(143% 42% <3% +1% 
26 45 17* 16* 17* +* 
0 308 % d* % 

18 2253 12* 12* 12% -% 
16 H 15 14% 15 +* 

14 167 26* 26 26% ft 


LDDSA 9Q61B21 36* 35^2 38% -% 
UPtoBE 17 927 9% 9% ft *% 

Ladd Fun 012 37 1207 ift <B% 10% ft 
Lan tot# 30 2948X38% 38 38% *2% 

ImnaVra 068 19 67® 35 33% 34% +% 

Lance Inc 09B 17 181 21dZ0% 21 +% 

Lendaikfipli 31 550(119* 19% 19% 

Ueascpe 9 612 u6 5% ft -% 

LatOcaS 192460 29 27 27* +* 

LawOTPr 040 21 44 25% 24% 24% 

UUCP 016 7 47 7% 7% 7* 

Letters 17 653 16 15 15% ■% 

Legem Cp 24 4501 31 2ft 30% •% 

UftttBc OH7 10 225 26% 25% 25* ■% 

Ufa Tech 020 17 11 1ft 19 19 -% 

UM« 9 48 3% 3% 3b ft 

LfflytadA 036 IB 180 17% 16% 17 +% 

Lh Beast 65 2601 uSl 90 91 +ft 

LhcteF 109 9 IBB 27* 26* 26* 

LSEteT ODE 13 321 27 ZB* 2B* ft 

UskayW 16 70 34% 33% 34% 
LtaezTec 020 32 1625 2ft 28* 29 ■% 

L«i&ai 036 17 II u33 30b 32b ft 

LoewanGP OOa 26 S3 1B% 17* 16% ft 

Lone Sar 21 595 ?3 4 7% 7% ft 

Lotus Oev 2057738x3512 33% ® +2* 

LTKCp BB213 5% 5% 5* +ft 

LVA» 1.93 14 2 132 129 139 


w as 

aadk Dh E 1«> Igb tom to, CMg 

PMM 11 55 9 8% 9ft 

PrcsUta 009 84205 7% 6% 7 ft 

Presstck 45 748 22% H% 21% -* 

Presson 012 l 14 4% 4 4 

Price CO II 2087 29* 28% 29* ft 

Prttsftl 96 474 5 4* 4${ 

PiMToro g is 7% 6% 6* ft 

Prod Ops 020 16 85 25% 24* 25 ft 

PraKCtU I 104 10 138 32b 31* 32% +% 

Pxftzar 054 12 3 30*829% 20% -1% 
PurtanBx 012 14 404 18 17% 18 +% 

Pyramid 5 5227x18% 17* 18 

Ouadretog 13 39 8* 7* 7* ft 

QoahaOm 080 18 8 22% 21% 22% 

QtMFdOd 25 386 35% 34% 34* 

Quamun 611BS 13* 13% 13* +% 

OradBriy 27 337 11% 11% 11% ft 
QVCNenk 47 6209 (£3% 58 63* +3% 


- R - 

Rtftew 21 708X23% 22% 22* +% 
RaBys 18 2702 14* 13% 13* -* 

Raswops 5 446 7% 6* 6% ft 
Raymond 26 2 18 17* 17* ft 

RegencyCr 46 121 1* i}£ ijj 
ftepEgen 81787 6% d6 6ft 

Rep was** 15 84 4 3% ^ +A 

Ranted 23 73 12* 11% 12* ft 
ROWS 193 IB 1713 58* 58% 58* +1% 
Reran he 4 163 5 d4% 4% -% 

RwerFst 050 11 549 37*d3S% 36* -1* 
Roadways 1.40 15 2730 54 % 53% 54% ft 
Rxd&Sk 056 225971 20 18% 1B% ft 

Aousevzh x 1J» 10 826 41 39% 39% ft 

Rost SO 10 9450 13% 12* 13% ft 

Route Co 060 51 706 18% 17* 18 

flPMhe. 048 23 202 IB* IB% IB* +* 
RSFto 040 14 SO 19% 19 19 

RysaRmly 15 764 B* 8* B* 


-S- 

SatecoCp 1.64 11 5635 55*fi4* S* ft 

Sanderson 030 30 54lx24l2 34 24 -% 

ScrtraagrA 032 20 319 28* Z7% 26% +% 

5c) Med L 154117 51* 50 51* +* 

SdSyOm 21 4935 21* 20* 21* +% 

Sara 1 2792 7 6% 6* ft 

Sdta cp 052 12 4033 38* 37* 38% ft 

Scare Bid 12 524 17% 16% 17 +% 

SeffleW 120 55 51 30* 29* 30* ft 

Seagte 512032 17% 16* 17 +* 

SB Cp 024 32 53 32 31% 31% 


SflthafeB 039 0 


1% di2 1% +A 


(Pa 6% 

47* 48* ft 
7 7 

8* 7ft 
54* 57 *2 

6* 8* ft 

si *5 ft 

32* 33% ft 


008 7 5 

21 Z52 


7* 7% 7% 
29 28 28* 


Babbagea 21 252 29 28 28* ft 

BteaHWt 297 u2% 2% 2% ft 

Baker J 006 172345 21* 20* 21% ft 

BtdwrLBx 050 9 13 38 36 36% -1% 

Ward M 004 29 374 16% 16 16% +% 

Bondec 14 549 18* 18 IB* ft 

BnkSoutti OIB 187300 11* 11* 11* ft 
BenkeaCp 058 7 133 27* 26% 26% ft 
Bateman 020 172168 19% 17* 19* +1* 
BantaGeo 048 16 752 28* 28 28% ft 

BaraetFx 080 20 BB5 48% 45% 48% +1* 

Bay Wow 060 17 249 21% 20l 2 20% ft 

Bayhanlax 080 11 1395 41* 40% 41* +1% 

BBKTRn 1JB ID 1074 30* H30 30* ft 

BE Aon 20 BOO 12% 11* 12 ft 

BeaubCoe 028 17 22 ft 08 ft ft 

BenUerry 25 885 26* 27% 28% 

BerMeyWR 040 15 100 41* 41 41% ft 

BHA&p 181208 17%d16% lft ft 

BHAfirp 33 zlOO 19* lft 17 -1% 

Bine 31 196 7* 7* 7* +% 

B|gB 02015 809 19% 18* 19 ft 

Btadtoyw 006 11 198 11* 11* 11* 

Btagen 252960 37 K%38*+1% 

Btamra 21 6S1 11* 11 11% ft 

Bock Dig 180 14 zlOO 49% 47% 48* 
BMCSuftw 24 6343 57% 54% 86* -% 

BtHtmcnS 224 122315 56* 55% 56* +* 
Bob Evans x025 17 406 17* 17% 17% ft 

BobeChA 0 44 A % u +« 

Boato&B 13 269 21% 20% 21 ft 

Bortate 88780 26* 2S% 2ft ft 

BaatenBk OBI 7 1082 33 32% 33 

Boston Tc 631942 8% 7* B% 

BradyWA 060 SB 5 36% 35 36% +1% 
Brand Cora 150 25 19% 18* 19% 

Branco 020 401204 U10 9* 9* ft 

BrunoS 022 164S71 9% 8* 9% +% 

BSBBncp 1.00 8 21 31% 29* 30* +1 

BTShtite 048 2 255 2|5 2S ?ij +Jfc 

BUMS 34 6033 U38 36% 37% +1 

BMUwsT 57 356 8* 8* 8* ft 

Bxrmp&S 6 54 2% 2& C% ft 

Bur Bran 54 84 7% ft ft -% 

Bastaacsfl 18 91 25 23* 25+1% 

BuflHlUg 27 zlOO 19* 19 19% 

Bytex 4 79 3% 3% 3% -% 


348033 U38 36% 37% +1 

57 358 8* 8* 8* ft 

8 54 2% 2A 2% ft 

54 84 7% ft ft ft 

16 91 25 23* 25 +1% 

&Z100 19* 19 19% 

4 79 3% 3% 3% ft 


CToc 51 28 18 17* 18 

CaMMad 31 184 9% 8* 8* ft 

CadSchwpa 1J8 16 262 27 26* 27 ft 

toeraCp 14 953 8% 7* 8 +% 

Cragene 225 10 1388 13% 12% 13% +* 

Cel Mao 27 *B0 18* 18% 16% ft 

Cenbfflto 131447 8% 5* 5* 

CsndetaL 2 im 3% 3% 3* ft 

town he 054188 109 84* 84 64 +* 

Canon* 2 ZlOO 4% 3* 4 

Cardura 010 16 1577 29 28% 28* ft 

Catalan 078 ZT 31 22* 22% 22* ft 

Cascade x 060 15 11 20% 19% 19% 

QneyS 012 131088 15*d14* 15* ft 
Oaigm TO 370 11 10*4 10* ft 

Censer 4 218 13* 13% 13% ft 

CaiC» 20 35 10% B% 9% ft 

CeWhkTel 18 905 7% 7 7 

Candor 1 1653 7* 7% 7% 

Cntri Rd TOO 12 172 29% 28* 29 ft 

CradSpr 66 30 9* 9% 9% 

□water 15Z1D0 4% 3* 3* 

ChBptarl OH 82548 27 26% 2&% ft 

Charming 009 2123188 16% 14* 18% +1* 
Check)* 201246 10* 9% 10 ft 

Chmftvi 25 191 5% 5 5ft 

Ctwntab 18 2 12 10% 11* +1* 

Chanrih 25 105 1,‘ t d1% 1% ft 

ct a rapower 12 zlOO 3* 3% 3% 
QtoB&Te 1 422 3% 3% 3* ft 

CUnn Cp 38110*1 o62% 58 62% +3* 

CMlFh 1.12 151432 54 51 54 +3 

CWasCp 014 27 1983 28% 25% 26 

Orruigc 21 3610 17% 16% 17% ft 
CSTach 5821000 5* 5* 5* 
Cheats 4829120x55% 52 55* +2% 

CtzBencp 10G 19 114 25% 24% 25 +% 

CtouiKbr 25 352 15 14 14 ft 

a»S0r 28 204 13 12* 13 

CUhesbn 201203 n* 11* n* ft 
CnzQteB 088210 56u21% 21 21 

codaEmar 2251271 7 5* e* ft 

CDdaAMm 5 145 US% 5* « ft 

CognuCp 38 2244x27* 26 27% +1% 

Cagnca 13 282 6* 6% B* ft 

Coherent 33 691 1114% 13* 14% ■% 


CutaAMm 

OognuCp 

Cqpna 

Coherent 

OoDagen 


33 188 22% 21* 22 -% 


CcHGM 124 18 23 24% 23* 23* ft 

tod Op 060 11 1B3 25% 24* 24* ft 

(MHatBk 048 13 179 90 48* 49% +% 

Ombtaita 18 1339 24% 21% 24% +1 

ton* OIB 30 3842 26% 25% 26* ft 

COMMA OM 11 <702 19* IB* 19* +% 

CmcOASp OM 11 6874 18% 17* 18% ft 

OanmOUBOOD 12 86 44043% 44 ft 

QommCtar 070 28 44 18 17 17 ft 

GompitBba SB 4214 10* 10 10% ft 

CDmehraa 2 112 6% 6% 6* ft 

tonsockfl 633215 6 5% 5H +A 

to&PBpar 128 38 530 47% 46% 48* ft 

CmeOua 7 2 7% 6* 8* 

□ratal LU 402082 7* 7* 7* 
ConMCra 19 2B30 15 14% 15 ft 

QOflMB 01765 11% 10* 10* ft 
OAPfSW 060141118 17* 17 17*+% 
Copyteto 1842195 14* 14% 14* ft 
CdlteCg 131725 27% 26 26% <1 

CoresMfl 216 11 3825 S2*d51* 32% +% 
Ctap WA SI 215 S 8% 8% -1 
CoramM 183878 1S% 17% 17* +% 
Cracker B 001 456290x31% 30% 31% ft 
Cray Cotap i «i 2* 2* a* 
CnMr 1.12 168214 38* 35% 36* ft 
Crown Hn 41881 5* 4* 4* +% 
Cytogen 13 650 13 12% 12% ■% 


- D - 

DSCCtatn S 9713x38* 37> 4 38* +% 

Daterag 012 25 2058 10> 4 18 18% ft 

Urt&M 013 43 2 83 78 83 

DattShtt 18 165 3% 3 3% ft 

Mata 17 68 5% 04* 5 ft 


Fan Grp 18 55 8 7% 7* ft 

FznCp 024 6 MOO 7% 6* 6* 

Fratanal 003 49 150 24* 24% 24* +% 

FHPhU 23 6984 25% 24% 25% 

FBnnica 1 87 7 ft 6* -% 

FtffllTTad 096 18 894 52% 51% 52% +% 

Fifty DC 201851 9* 9 9% -% 

Hate A OSD 12 8 18% 17% 18% 

Hens 11 311 IT 10% ii 

FStABoma UJ4 12 1971 32bd30* 31* -1 

First Am z 060 13 2034 27% Z7% 27* 
FstficObtol 1J2 10 52 43%U4lb <2% 
FGtCofflk 055 15 344 18 18% 17% -% 

W Secta * OOC 11 1526 27 2S 28* ft 

fit Term 1.44 121589 40* 39% 40* +1 
F«t Wean 03B 6 17 6 5* 6 ft 

FsttaMc 058 8 2608 28% 25 25* ft 

firoaer 080 13 95 51* 49% 51* +1% 

Fbahnhs G5015B5 7% 6% 6% ft 

Ftaarv 26 349 18% 18 18% 

Howlnt 20 427 6% 6 8% ft 

FoodJonA OOB 21 1446 7 6* 7 

FQodLtanB 009 104381 7 6* 7 

i Fbnannetx 198 17 459 38% 34% 35% -* 
Rnchrnr 181219 15% 14% 14* ft 
Ftrafiwic 030 12 69 21 20% 20* -% 

Footer A 75 44 3% 2* 3 -A 

FrtRlt 096 14 111 27%HZ6* 27% 
Fremont G 198 9 28x41* 40* 4T* 
FMEaata 1.12 6 59 18 17* 17% ft 

FstFM 030 10 2941 14* 13% 14% ft 

Fat Hawn 1.12 10 138 28% 27% 28% +* 

Fuler HB 048 17 473 40% 39 40% +1 

FUMrfta 073 11 231 23* 22% 22% ft 

Finn 024 20 42 16* 18* 16* ft 


- O - 

12 9 8% 7* 9% +% 


GDApp 12 9 9% 7* 9% +% 

G&KSenr 010 25 BO 18% 17* 18 ft 

Gautra 62185 7 dB% 6% -1% 

Barnet to 5 65 5 4* 5 

GflNCo 019 1 12 3* 3% 3% ft 

Guatax 361410 42* 41* 41% ft 

Gad Bind x 040 13 122 18 d13 14* -JJ 

Geuyte 21 331 3* dB% 3* ft 

GensfaPh 13 677 19* 18* 19% ft 

Gents: Cp 490 45 768x35% 34% 34* ft 
Gamrahc 1 474 2* 2* 2* 

Gemyrna 241630 38 36* 38 ft 

GeraptyM 14 51 10% d9% 9% ft 

GtoeonGt 040 40 223 19% 18* 19% ft 

GkktogBLx 012 IB 570 24 * 23 % 24% 

GtoxtAx 072 16 259 21 20% 20% ft 

Gtahfifexn 11 18 9% 6 6% -% 

Good Guys 282432 10 8* 9% ft 

GoKdsPmp 080 24 257 23* 23% 23% 

GredcoSys 18 37 2% 2 2 -& 

BaUto 020 49 159 17d16% 17 +% 

Greet Am 002 0 816 & A % 

taaanHP 060213 8 19% 19% 19% ft 

OlMChPh 73739 4% 4% 4* +£ 

Snuamra 45 B38 3* 3% 3* ft 

OndWIr 14 319 15* 15 15% +% 

GOT top 30 80 2B* 27% 28% 

EMIYSvg 5 1 68 5% 5* 5% 


- H - 

HartlngA 22 55 9% 9 9% +% 

torinyvl 056 16 306 29% 29 29 

Harper Bp 020 78 28 15% 14% 14% ft 

ICO a On 030 24 1488 22* 21% 22% +* 

tierithcar 15 3864 14% 13% M +% 

HeeBhon 006 141737 9% 8% 8% 
HaWlhdyn 12 518 7% 5* 6* +% 

HeaBtaif 13 130 7 6* 6* -% 

tocteger 016 15 875 9* 9% fl* ft 

feakhCBR ID 85 27% 26% 26* 

HetauTroy I5 27tfiu20* 18% 20* +% 
Hogan Syn 015 231081 7* 7% 7* 
Hotoglc 450 239 4% 64% 4% +% 

Horae Beet 1078 9 48 25 23* 24 +% 

Huns Huh 28 126 8* B* 6% 

HKMOfca 072 13 14 13* 13 13* ft 

HmedyBuI 5 368 2b 2% 2% ft 

Houtodax 040 21 300 27 26 26 ft 

Hombecfc 64 397 15 14% 14* ft 

toncMes 030 11 80 5 64% 4% ft 

tort JB 020 21 018 21 20 21 +% 

H uriar D w 2 838 * A % 

Hudhgbi 072 12 2S73 25* 24% 25% +1% 

Hugo CO 008 3 73 5% 5 5 

HxtofaTach 6 9575 22*819% 22 -2% 


15 435 5% 4* 4* 


Htsye 

61 170 

8% 8 8 

•% 

BTW 

30 434 

5% 4* 4* 

ft 

106 Cam 

42 3008 

U3B 38* 37% 

ft 

US kiN 

38 52 

22 20* tt* 

+% 

Bo Inc 

0. 20 

A OA A 


tamucor 

161328 

6% d6 6 


hnraiKX 

85894 

49 47 <0% +1% 

huiuiBtWt 

IS 

29 28% 28b 


knmnogen 

4 137 

8 7% 7% 

ft 


taqwIBc 040 48 73 10% 9* +% 

h Stare 0 19 A dA ii 

IndBancp 1.16 39 507 25* 24* 24* ft 

Indhsx 024 12 47 15>2d14% 15% ft 
HRes 42 527 33% 32% 33 ft 

worm* 28S1Z3 1*494512 49+2* 
tatesMd 033 13 268 6* 6% 9* ft 
feriEgrDev 45 8142 8% 7% ft +1 
htgtd&ys 16 100 6% 6 ft ft 

imgaMst 7 167 6% oft 6% •% 

mtelCJ 040 1534322105* 102104% +3% 
bitaB 2 65 2 1* 2 

magma n 2542 is* 13% ia% 

kserTel 18 541 uG* ft 8% ft 

HvfcaAx 024 16 126 12% 11* 11* -* 

htanppb 113 530 10% 9* 10% 

Mertaat I81BZ7 ft 8% 9 ft 

RltaiSlVB 21 27 8% 7* 7* 
WenMc 304396x27% 23% 27% +3^2 
tot Oaky 14 983 17% d16 16% ft 
MRasx 0041 25 18 2*62% 2% 
tat Total 53 8S 4* 4% 4% ft 

taaon 001 IB 803 25 24% 24% 

tonga Cp 43 107 5 4* 4* 

bwiwdlx 23 630 25* 24* 25% ft 

MUkado ISO SB 4155*151% 153+2% 


- J - 

J&J Snack 234756 13* 12* 13% ft 
JSSOnkE 026 22 173 10% 9* 10% ft 

JU5M 025 54 165 14% 13% 14% ft 

JohnxiW 22 70 18* 1ft 18* ft 

Jonaiot 4 30 1211*11% -% 


UCt Comm 010 2S27450U50* 49% 50% ft 
MS Car's a 94U25* 25J4 25% 

Mac Max OHZZ28 6 1ft 18 16 

HnSsonGE 102 15 45 34 % 34 34% ft 

UagsoPwr 20 459 34 % 33% 33* -1 

Magna Op *072 10 498 lft 15 16% +% 

Mari Bn 23 202 lft 13 13 -% 

Manuownc 1J» 34 324 30* 29>e 30 +* 

Marram Cp 25 B92 24% 21% 24 +3 

Marta Cp 10 213 35% 34% 3ft +* 

Manliest 0 285 2 1* 1* 

Mamma 11 76 9* 8 8 

UashSmkA044 9 2 13%d12% 13% 

Mental 056 14 110 72% 72% 72% 

MmcDtnd 371137 19% 18 18% 

ttnkuht 30 885u33% 32% 32* ft 

Maxtor Qp 5117B2 9% 7* 8% +% 

HcGrnfiiR 040 10 138 12% 12 12% 

McComdc 044 20 1939 24 * 24% 24% -% 
McCawCrt 28 8688 ||42 40>4 41* +1% 
UECASofl 85 32 11% 11 11% 

Med Knag 0 739 1 d% % ft 

Medea Con 004 3823889 31% 30 30% ft 
Morin he 014 19 48 15% 14* 15% +% 
MedkkwSx044 122102 20% 1ft 20% +% 
Metariro 074 10 16 ft dft 8% 
Mentor Cp OIB 13 296 11% 10% 10* 
Mentor Ep 024 86159 10% B* 10% 
UacaaLB 09011 210 30d2ft 29* 
MenuyG 060 10 553 31* 30* 31% +% 
Moridtolx ITS 11 1464 28% 25* 28% +< 
Merisel 18 461 11* 11% 11* ft 

Methods A 005 11 193 12 11% 11% ft 

Michael F 020 50 140 8% B B ft 
Mkh MMB 200 632919 53* 51% 53* +% 

MksnHBh 14 419 12* 11% 12% +1% 

Wcmage 13 25 13% 13 13% 

Mtaocoro 4 1771 5* 4* 5% ft 

Mkavtal 17 BB9 6 6ft 

mxpatb E 377 7* 7% 7* +% 

HcrasaR 305WI6 x93 90 92% +4 

UdASM 20 3343 22* 21 21% -* 
MXSanoc 1JB 4012D31 lft 16% 19 ft 

Mdsouiti 22X100x20% 20% 20% 

HdwGhih 050 17 27 26% 25% 26% 

Utor H 052 19 254 23% 23% 23* 
UHteU 0 47 * J3 % 

Wacom 62212 9* 9 ft ft 

Mhntedt 17 109 12* 12 12* +% 

MoUtoTel 641 3230 lft 18% 19% ft 

Modem CD 020 22 450 11% dll 11% +% 

UnftieMf 042 19 451 21% 2D% 21% ft 

MrtorA 0X0 50 2ft Z7* 26% +* 

MfexllK 003 2B 380 30% 29% 30% +% 

Moscnm 004 75 471 6 5% 6 +% 

MostneeP 036 31 12 24 24 24 ft 

Hr Coffee 181022 9% B fl* +% 

MTBSya 048 IB 29 38 77 Zfli +% 

Muhmeda 20 1680 36 34% 35% +1% 

Myragen 8 245 11* dll 11% ft 


Sefcdtis 1.12 13 87 23% 23 23% ft 

Sequent 3610387 23b 21% 23% +1* 
Supra 0 195 2% 2% 2% 

ServTedi 8 111 8 7* 7* ft 

SenFrad 61 175 5% 5% ft 

Sevens* 15 103 14% lft 13% 

ShsedMed 084 16 123 21 20* 21 

SHLSyson 93 415 11% 10* 11% +% 

axxmwnd 10 40 fl% d9 9 ft 

ShtMbfiP 291038 33 31* 32* ft 

Stem On 45 415 11 10% 11 

StoraTue 66 68 4 * 4 % 4% 

SgmaAld 029 25 2387 49* 48* 49% ft 

SgmaOes 4 207 5* d5% 5* 

SfltaMe 006 15 1024 10 ft 9% ft 

SHcriVGo 120 3122 u9* 9% B% 

Sunpson 056 24 407 u20 19 19% ft 

Smnifld 46 847 15% 14* 15% 

Society S 030 25 373 17 15* 16% ft 

Software? BOO 552 8 7* 6 ft 

SoAmrT 20 8054X10% ft 10 +% 

SawcoPrxIJB 22 356 46 1 4 45% 45% -1 

SthCeNftrx 240 12 28 47 46 48 -1 

SflUMEt 060 ID 1390 26% 27% 28% ft 

Spiegel A 028 282134 23% 22 22* ft 

St JudBMd 040 151624 34% 33 34% +1 

SiPtuSc 040 81553 2ftd19* 20% +% 
Staples 56 8488 32* 30% 32% +2% 

Star Banc 1.1B 13 1B4 35* 34* 35% +% 
SWeSlr 048 1413098 32% 31* 31* ft 
Stamen) 11 1940 15% 14% 14% ft 

□dtogfek 054 12 1636 18% 17* 18 

Baal Tec 0X8 22 171 i£2 21%21% ft 

BUdyUSA 020 3 389 6* ft ft -% 

StaB Ten OIO 14 6 15* 15% 15% 

Stnmtxa 1.10 13 88 23% 23 23% ft 

ShucSDy 41 3716U18* 17% 18* 

Shyter 024 26 1077 28* 28 28% +% 
SxrawnO 26 444 17 15* 16% 

SurnttemaB liO 7 5 3% 28 28 ft 

Sunml Be XDOO 17 188 21% 20* 21% ft 

Bumrit Tt 240 939 24 23 24 ft 

Sun Sport 37 6 3* 2* 3* 

Bill MWO 2316158 28* 27% 28% ft 
Swift Tra 19 18 26% 25* 25* ft 

Sybase Inc 62 5788x70* 67 69% +1* 

Symantec 35 4009 17* 17% 17% +* 

Synalhy 032 15 988 IB* 17% 18* ft 

Synenaan 5 288 u2% 2% 2% 

Synergan 42284 11% 11 11% 

SynaUc 31 51 12* 12 12 

Synopnx 46 8848irT24*n9%123* +3% 

Sys&nScft 012 227908 17% 16% 18* +% 

sysnmbai 50 979 x9% 9 0%+% 

Syetemed 90 444 4% 4% 4% +% 


MAC Re 016 85 123 38% 37 37% 

NashFriGhx072 10 11 20% 20 20 •% 

Kat Pizza 20 190 7% 8* 7 +% 

Nattonm 070 21 451 51% 48* 51* +1% 

tel tore* 036 15 B9u16* 16% 1ft +% 
MUOatex 044 26 95 15 14% 14* ft 

M3 Sun 020 17 73 10 ft 10 +% 

navigator 23 51 35 32* 32* ft 

ICC 042127 280 46% <5 45* +* 

Ntocor 15 1970 23% 22% 23 +* 

NetufcGBn 16 2655 10 ft 9% 

NetwkSys 77265 10 8% 9* +% 

Nauragen 33 1 05 ft 5% 6 

Heutrgena 024 221086 1ft 17% 19% +1% 

NmEBus 080 20 E6 17 lft 17 

New Image 24 113B 17% 16* 17% +% 

NbmgeNH 807892x71% 68% 71% +1% 
HewprtCp OOB 2 19 5* 5* 5* 

NoUeDri 344253 uB% 7* 7% +i'< 

1 Hordson 048 21 B9 43% 42* 43 ft 

Nadsmxn 034 19 8122 30% 28 3ft +1* 

Hanstenl I) 315 14% IB* 13* -% 

N star un 36 37 5% 5 5% ft 

N East Be 072 0 470 5* 5% 5A 
MThnla 074 IB 1838 42% 41% 42% +* 

Novel £33944 31* 2ft 31% +1* 

Nowftto 774848(124% 23 24 +1 

NSC Carp 15 6 5 4% 5 


OCnratays IB 103 9* 9 9 -% 

Octal Cam 197000 22 20 21* +1% 

OfftrixeLg 16 468 15 14% 14* +% 

OgldByN 080 1 82 25 22% 24+1% 

OhoCesu 084 11 750 6l%d59% 60% -1 

OU Xenix 1.04 11 1684 31*030* 31% ft 
OUNtafi 084 15 33u34% 33% 34% +% 
I (Mancorp 058 81657 31%(fi0% 31 +% 


-T- 

IWUdfla 62011 3& 3 9%+% 

T-CMSc 22 152 ft 5% 6 -% 

Tjowb Pr 084 17 825 44* 43* 44* +% 
TBCCp 20 1696 1B% 15* lft ft 

TCACobte 040 31 210 21% 20* ZT +% 
TechOata 21 2320 27% 2ft 27% ft 
Tecunaeh 150 1 3 20 o74 71 72% -1 

Txtotec 2 94 7% ft 6* ft 

TiicoSya 22 898 8% 7% 8ft 
TeteCtxmnA 25038321 20 10% 20 +% 

T defer 22 1030 4% (O* 4% 

TatohB 24 1B83lf30% 29* 30% +* 

TaboiCp 001 32 424 9 8% 8* ft 

Tore Tec 382 400 7% 7 7%-% 

71m Com 4ZTKB1 U3S 38 38* +2% 
TJht 042 45 219 39% 37* 39 

lotos Usd 241598 7* 6* 7% 

Tokyo Mar 032115 ZlOO 57* 57 57* 

Tom Brown 21 20 12% 12% 12% ft 

Tapps CO 028 204989 B% 8% 8% -% 
TH Enter 218 1880 8* ft B* 

irenseed 12 3401x17* 17 17 ft 

Tranrt* 080 16 157 43 42% 42* ft 
Tricon 15 94 2% dl% 1% 

Titrate 11 490 ft 8 8%-% 
TfUMCOBlC 150 15 13 41 40% 41 ft 

Tseng Lab 21 3978 16* 15* 18% ft 
TyxxtfdA 004 17 SOBS 21* 20* 21* +% 


One Price 16 13 13% 12* 13 ft 

OptaariR 24 44Q 15% 15 15* +1 

Orade Sy 8131030x42* 30% 42* +2% 

OTOScncd 36 508 12% 11% 12% 

OrbutBCh 38 204 14613% lft ft 

OreguriM 031 S3 403 U7 8* 7 +% 

Ostap 29 120 7* 7* 7% ft 

Oshkosh Bx041 20 141 T7 16* 17 

I Oshkosh T 050 9 79 9%d8%8% ft 

OderTalx 158 15 286 38% 33% 33% -2% 


- P - Q - 

Pacarx 1JM 29 2719 56% 53* 56% +2 

PecOtrtup 057 17 31 13% 13% 13% 
PadhcTx 132 14 7B 23% 22% 22% -1 

PadflCro 22 454 44% 41% 44 +1* 

Paranebc 564948 31 28% 3ft ft 

Paychex 024 42 1547 39 37% 39 +1% 

PnycaAo 28 15 7* 07% 7* 


547 39 37% 39 +1% 

15 7* 07% 7* 
Peerless < 050 68 8 9 8% 8% 

PmTity 5 3 10 9 9 

PereiVbg 130 48 5 37 35 3ft +1% 

Penosytv. sane 75 30* 30 30 

Perea* IJE 14 3Z7 50% 49% 50 +% 

Peats* I 12 328 4% 4* 4* ft 

PsiWHtl 020 20 137 20 10 20 ft 

Peon Banc 132 9 140 28% 27% 27% ft 

People We 080 28 555 38 37% 37* +% 

Peoples H 1862593 0% B* ft ft 

PatroOs 1.12 21 180x34% 31% 33* +2% 
Rnmocy 20 109 7 6% 6?i +, T , 

PIIOBtarai 15 192 4* 4% 4% ft 

Plead! 048 4 105 10% ft 10 

PtadUBte 387835 24 21% 22* ft 

Maxim 18 27 lft 18* 18* -% 

HoneeGp OM 15 747 U40 3ft 39 ft 

PtaneeH 048 161342 24% 24% 34% ft 

PkHBSSl 012 10 8B1 15 13* 14% 

PtneFfd 4 29 7% 7% 7% -% 


US Whcr 052 25150S9 50% 48% 5ft +1% 
Unitab - 2 7524 6 d5% 5* ft 

UCMbsGb 088 14 81 18 17% 17% -% 

US Tnat 138 13 149 52* 51* 52% +% 

tamed St 040 19 390 17* 17 1 7% +% 

IMtog 18 96 21* 21 21% ft 

Untohx 130 131928 45% 43% 43% -1% 
USBanep 008 10 2923 23* 22* 23% +% 

US Energy 112 133 u3% 3 3% + 1„ 

USTCorp 032 39 96 8% 8* 6% +% 

Utah Med 17 183 10* lft 1ft 

Utd Tetov 10 2 33* 32% 32% 

Unix 18 83 4% 4% 4* +% 


43 286x68* 68% Gft 
030 12 328 17 dIB 10* ft 

22 1844 24% 2ft 24 ft 
28 2955 U30 28*.29* *% 
28 543 IB* IB 1ft +% 
14 810 26* 25* 2&% ft 
7 2941 8 7* 7* ft 

089 8 2 54% 53% 54 


- w - 

Warner Bi 006 21 281 22% tt* 22% ft 

HtentaCfl SO 310 3* 3% 3% +& 

HM#MSB064 87085 2ft 27% 28% +% 
ttotfeGL 080 10 791 25%d23* 25 +1 

WntBtadA 038 16 144 38% 37* 38% 
WauauPMOSB 17 311 32% 30% 32% +1* 
WD-40 1JB 17 1Z 47 45% 47+1% 
IMM 5 789 7% 7% 7% ft 

West One 124 10 953 4ft H4G 48* +% 

WstnPXH 17 700 1ft 1ft 18 +% 

Wet Seat* 22 298 ft* ft 6* +% 

WOknsOe 088 233350 38% .17 38% +* 
MnsSmonH 98 1438 u16 14% 15* ft 
Wiser 01 040360 613x18% 17% IB ft 
HMohanL 028 ID 846 16%d1ft 15* 
WMngton 048 25 333 26* . 28 2B% 
WPftnto 0.73 22787 u2% 2% 2ft 
wymaihahon 4 a* 54* 5 ft 


-X - Y-Z - 

Xbn 394026 u3S 37 37% ft 

XdmaCtra 2 273 6% ft ft 
YtitawFr 094 15 956 23* 23% 23% 
ymkRECh 7 198 7 % 7% 7% ft 
Ztotonn 084 n 297 41% 3ft. eg +% 
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Bourses switch into reverse in late trading 


n 


Dow improves 
slightly from 
sharp decline 


Wall Street 

AFTER falling sharply in early 
trading yesterday. US share 
prices recovered to stand 
slightly lower at the halfway 
stage, writes Patrick Harverson 
in New York. 

At 1 pm, the Dow Jones 
Industrial Average was 8.30 
lower at 3,436.09. The more 
broadly based Stan- 
dard & Poor's 500 was down 
0.81 at 439.51, while the Amex 
composite was 0.02 lower at 
42SJ20, and the Nasdaq compos- 
ite up 1.97 at 682.75. Trading 
volume on the NYSE was 173m 
shares by 1 pm. and declines 
outnumbered rises by 1,126 to 
647. 

Prices fell sharply in the first 
few hours of trading in the 
wake of another rise in bond 
yields, which on Tuesday 
broke through the 7 per cent 
barrier for the first time in 
more than a month. 

Although inflationary fears 
were again behind the fall in 
bond prices, news of stronger 
than expected imports in the 
April merchandise trade report 
also contributed to tbe selling 
of longer-dated Treasuries. 

The declines were exacer- 
bated by activity in the futures 
market, where the S&P 5 00 
stock index futures contract 
fell through a technical sup- 
port level, triggering selling in 
both the futures and the under- 
lying cash markets. 

At one stage during mid- 
morning the Dow was down 
almost 30 points. Once the 
futures-related selling was 
over, however, equities began 
to recover, and they were aided 
by a rally in bond prices, 
which brought the benchmark 
30-year bond off its lows for the 
morning session. 

Among individual sectors, 
gold stocks lost some of their 
lustre as profit-takers moved in 
following recent gains. 

Newmont Mining fell $?• to 
S5I : a. Battle Mountain Gold fell 
S'i to S9'« in volume of 2.7m 
shares - the heaviest traded 


issue in the market - and 
Homestake Mining gave up $7» 
at $1814. 

Motor stocks also came 
under selling pressure. Ford 
fell sharply for the second con- 
secutive day, dropping another 
92H to $51%, and undermined 
by the news that brokerage 
house Merrill Lynch had low- 
ered its intermediate-term rat- 
ing on the stock. 

Elsewhere in the sector 
Chrysler slipped S% to $42 M 
and General Motors fell $?+ to 
538Vi, both in heavy trading. 

Hewlett-Packard, which 
posted surprisingly strong 
quarterly earnings on Tuesday, 
continued to climb, adding $*■ 
at $85 in volume of lm shares. 

On the Nasdaq market, 
Microsoft jumped $2 to $90% in 
volume of 2.5m shares after 
two broking firms upgraded 
the stock. 

Canada 

TORONTO turned lower by 
midday as investors awaited 
details of the Ontario budget 
which was being announced 
after the market closed. 

At noon, the TSE-300 index 
was 21.45 lower at 3,805.40 in 
volume of 47m shares. Among 
golds. Placer Dome shed CS% 
to C$2254 but among firmer 
resources issues Breakwater 
added 2 cents to 30 cents. 


SOUTH AFRICA 

JOHANNESBURG’S gold share 
market racked up one of its 
biggest ever duly gains, the 
sector index ending 213, or 
13.3 per cent, higher at 1,817 
after an intraday peak of 1,338 
as bullion broke through the 
S370 and $380 an ounce resis- 
tance levels on speculative and 
investment fond buying. 

The overall index finished 11 
ahead at 3,984 and industrials 
24 better at 4,494. Marginal 
gold mines showed the sharp- 
est rises, with Dooms jumping 
140 cents, or 37 per cent, to 
R5.20 before closing 130 cents 
up at R5.10. 


EARLY improvement on the 
Danish Maastricht vote was 
eroded yesterday as bourses 
reviewed unexpectedly high 
money supply growth in Ger- 
many, and the absence of Inter- 
est rate cuts at the Bundes- 
bank meeting. 

The Eurotrack index pro- 
duced an intraday switch into 
reverse, the trend apparently 
confirmed by a weak start on 
Wall Street, turtles Our Markets 
Staff. 

MILAN was in optimistic 
mood and a broadly-based rally 
took the Comft index up 1450 
or 2.6 per cent to a 21 month 
high of 558.49. 

A half point fall in Italy's 
minimum repurchase rate to 
10.50 per cent, the lowest since 
November 1991, was seen as 
setting the stage for a discount 
rate cut of at least half a per- 
centage point, possibly after 
the government approves a L13 
trillion package of deficit cuts 
In the next few days. 

Mr Marco OrteUi of Akros 
Sim In Milan noted strong for- 
eign demand, particularly for 
the telecommunications sector. 
At the same time, domestic 

ASIA PACIFIC 


funds were reluctant to sell 
since the Comit’s breach of the 
550 level opened the way for a 
technical rally to around 580, 
he said. 

Flat remained volatile, fixing 
L373 or 5.9 per cent highe r at 
L6.700 but easing to L6.600. 
Generali added Ll.155 or 3 per 
cent to L38.650 before 
after-hours and Mediobanca 
was L799 or 4.8 per cent higher 
at L17.199 as foreign funds 
increased their weighting of 
the Italian market. 

Olivetti rose L61 or 4.5 per 
cent to Ll,410 before Ll.420 on 
the kerb in continued response 
to Monday’s rights issue, while 
Parmalat added L676 or A3 per 
cent to L16.437 on further con- 
sideration of its rights issue 
te rms. 

ZURICH edged forward to a 
third consecutive record close, 
ahead of today’s Ascension 
Day holiday which marks the 
start of a long weekend away 
for many investors. The SMI 
index added 0.1 to 2,227.0, con- 
tinuing to take a lead from the 
strong dollar. 

The market began firmly, as 
positions were squared ahead 
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of tomorrow’s expiry of futures 
and options on S off ex, bat 
prices eased back from their 
best levels later. 

Holderbank hearers added 
SFrl7 to SFr656 in active trade 
ahead, of presentations to ana- 
lysts next Monday and amid 
optimism at the outlook for 
first quarter results. 

Winterthur certificates shed 
SFf7 to SFr6i4 an further con- 
sideration of plans to swap its 
certificates into registered 
shares after splitting registered 
shares and bearers on a five for 
one basis. The registered 
shares shed SF r40 to SFr3,06Q. 

FRANKFURT’S financials 
reflected its fiscal disappoint- 
ments, Allianz falling DM23 tO 


DM2,099. Deutsche Bank by 
DM550 to DM691 and Dresdner 
DM5 to DM369 as the DAK 
index closed 11.07 lower at 
1,617.41. 

Turnover declined from 
DMS.Tbn to DM5.1bn. Deutsche 
Bank lost ground although it 
reported fall group operating 
profits up about 20 per cent in 
the first four months a F 1993. 
compared to asm third of last 
year's total, and mooted a 
higher dividend this year. 

Elsewhere there was activ- 
ity, mostly bearish, in con- 
sumer stocks where Douglas, 
the upmarket retailer of per- 
fumes and toiletries, fell 
DM17.50 to DM480 and Escada, 
the fashion group, dropped 


DM18 to DM220 after reporting 
a first half loss. 

Mr Adrian Hopkinson of Nat- 
West Securities thought that 
Douglas might reflect difficul- 
ties reported in luxury prod- 
ucts at Wella yesterday. Ironi- 
cally, Wella rose DM17 to 
DM719 as it forecast another 
drop in raw material costs this 
year, after a fall of 7 per cent 
helped margins in 1992. 

AMSTERDAM fell back 
sharply in reaction to the Ger- 
man M3 data, a weak opening 
on Wall Street and options 
activity. The CBS Tendency 
inrig* lost 2.1 or 2 per cent to 
10 L2. 

Unilever and Heineken were 
am ong the day's biggest losers, 
both falling FI 2.60 to FI 190.60 
and FI 178.80 respectively. 
Heineken has been falling 
recently partly on speculation 
about possible losses at the 
Spanish brewer in which it 
holds a 50 per cent stake. 

PARIS, on the last day of the 
account, saw high turnover 
which was swelled by a num- 
ber of block trades crossing the 
market during the session. Hie 
CAC-40 index, which had ear- 


lier semi a day’s high of 
finished down 9.62 at 1396.78 
in turnover of some FFMJho. 

One of the day’s biggest los- 
ers was Ifichelia, 'dm FPjsio 
or 38 per cent at FFr14150, 
while BSN managed a modest 
FFr1 rise to FFr864 following 
Tuesday's fall .. after ft 
announced -plans to art prices 
on some of its products. - . 

MADRID hit another dowi- 
grade in Its erratic, post-deval- 
uation career, the general 
index closing 1.7D lower at 
255.19. 

STOCKHOLM added options- 
related selling in Astra A, 
down SKrl2 to SKr730 after an 
initial jump of of SKrlS to 
SKr760. as the Af&rsv&rlden' 
General index fell 6.7 to 1,0765. 
COPENHAGEN lost much of 
its early gains as the detail of 
tax reform plans took over 
from the Maastricht vote. Tba 
KFX index closed 022 up at 
87.09 in turnover of DKrLlbn. 
HELSINKI was stronger after a 
threatened strike to the coun- 
try's export sector was called 
off. The HEX index gained 32 5 
or 2.7 per cent to 1,217.2 In 
turnover of FM230XU. 


Nikkei shows mild recovery amid bargain hunting 


Tokyo 

INDEX futures sales were out- 
weighed by bargain bunting, 
government buy orders and 
short-covering, and the Nikkei 
average closed at its intraday 
high in light trading, unites 
Wayne Aponte in Tokyo. 

The Nikkei ended 151.4Q 
firmer at 20,380.79, after a ses- 
sion low of 20,128.70. The Topix 
index of all first section stocks 
appreciated 8.68 to 1.597.96. to 
London the ISE/Nikkei 50 
index eased 0.56 to 14229.16. 

Volume on the first section 
of the Tokyo Stock Exchange 
was 380m shares, barely 
changed from the previous 
day. Advances outnumbered 
declines by 895 to 423, with 197 
issues unchanged. 

Brokers said investors had 
been waiting for a possible 
retreat below the 20,000 leveL 
But once the 225-issue average 
maintained its ground, buyers 


entered the market at the 
lower end. of its range. 

An analyst at a Japanese 
brokerage said domestic insti- 
tutional investors dominated 
the day’s activity, with inter- 
national investors taking light 
profits. Equity prices, he 
added, are expected to trade 
within a narrow range until 
market participants have 
digested recent company 
results and forecasts. 

Investors focused on issues 
with good earnings for the 
financial year to March 1993. 
JGC, the engineering company, 
rose Y100 to Y2.330 following 
its better than expected 
results. 

Takuma. the boilermaker, 
advanced Y70 to Y1.400 as mar- 
ket participants speculated 
that its earnings will reach 
peak levels. 

The non-ferrous metals sec- 
tor rose In tandem with gold 
prices in overnight trading in 
New York. Sumitomo Metal 


Economic worries take their toll 

Michael Morgan says European equity turnover fell back in April 


T he high levels of equity 
trading seen throughout 
Europe during the first 
three months of the year lost 
impetus in April as a raft of 
political and economic worries 
began to take their toll. 

Turnover to the eight lead- 
ing European markets fell by 
25.3 per cent in April reversing 
a 22.8 per cent March rise. 
April's decline reflected a fall 
in market indices, with the 
FT-A Europe index losing 1J9 
per cent over the month. 

Mr James Cornish of Nat- 
West Securities says lower 
turnover was particularly 
noticeable in the second half of 
the month as investors took 
profits: “In contrast to March 
when turnover swelled on a 
fiat market, selling in April 
seems to have led to prices fall- 
ing and volumes declining, in 
the absence of ready buyers.” 

He adds that while turnover 
was also lower overall on Seaq 
International, the London 
screen-based dealing system 
for foreign shares, the fall was 
less pronounced than on 


domestic exchanges. Seaq turn- 
over as a percentage of the 
domestic market rose to record 
levels for both French shares, 
at 53.1 per cent compared with 
44.2 per cent in March, and 
German shares, 15.4 per cent 
after March's 115 per cent. 

Mr Marcus Grubb of Salo- 
mon Brothers notes in his lat- 
est European equity strategy 
review that bourses had rallied 
strongly during the first three 
months, helped by strong US 
economic recovery and an app- 
reciating dollar, and hopes of 
lower interest rates. At their 
peak in March and early April 
the markets had risen by an 
average of 5 to 6 per cent since 
the start of the year and bad 
outperformed bond markets. 

Since late-March, however, 
deepening economic recession 
in continental Europe, a slower 
pace of recovery in toe US, 
fears of intervention in Bosnia 
and turmoil in the Confedera- 
tion of Independent States bad 
all weighed heavily on Euro- 
pean equities, offsetting the 
benefits of the Bundesbank’s 


EUROPEAN EQUITIES TURNOVER 
Monthly total in local currencies (bn) 
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Belgium 

62.75 
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70.30 
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1.78 

France 

106.66 

12758 

159.17 
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21.95 

Germany 

91.67 

133.88 

168.06 

113.50 

71.47 

Italy 

25,14350 

26,04650 

31.337.60 

31 ,098.40 

20.84 
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14.60 

16.80 

2150 

18.80 

9.41 
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easing of monetary policy. 

German domestic turnover 
saw the biggest fall of the 
month, 32.5 per cent from 
March’s unusually high levels 
as worries about the economy 
grew. Spain came a dose sec- 
ond, down 30.1 per cent as 
investors became uneasy about 
the peseta's outlook, and elec- 
tions on June 6 which could 
produce a hung parliament 

French turnover dipped by 
26J2 per cent as bourse indices 


fell on concern about the new 
budget, while Switzerland con- 
tracted by 25.9 per cent as the 
market underperformed on the 
weak dollar and impatience 
over the delay in bringing 
down Swiss interest rates. 

Italy eased 0-8 per cent from 
March’s four-year record. The 
market index rose 108 per cent 
as tbe political climate looked 
brighter and investors refused 
to be put off by the ever-widen- 
ing corruption scandal 


Mining, the day’s most active 
issue, climbed Y50 to Y1J60, 
Mitsubishi Mining and Smelt- 
ing Y13 to Y558 and Mitsubishi 
Material Y3 to Y525. 

Some real estate issues 
advanced after the Japan High 
Rise Condo miniums Associa- 
tion estimated that condomin- 
ium sales would increase by 
more than 50 per cent this cur- 
rent fiscal year. Daikyo pot on 
Y40 at Yl.320 and Nichimo Y2 
at Y557. 

However. Honda, which 
announced a 32 per cent 
decline in pre-tax profits, 
retreated Y5G to YL380. Suzuki 
declined Y14 to Y966- 

Profit-taking pushed some 
shipbuilding issues down fol- 
lowing Tuesday’s advance. Ish- 
ikawajima-Harima Heavy 
Industries slipped Y4 to Y517, 
while Hitachi Zosen relin- 
quished Y8 to Y575. 

In Osaka, the OSE average 
ended 72.11 higher at 22.625.09 
in volume of 21.2m shares. 


Roundup 

PROFIT-TAKING was much to 
evidence yesterday. 

HONG SONG slipped back 
following record highs earlier 
this week. The Hang Seng 
index eased 55.42 to 7,093.88. 
Turnover fell to HKSS^bn from 
Tuesday's HKS82bn. 

Some analysts commented 
that tbe market was likely to 
consolidate after its recent ral- 
lies, while switching among 
mayor stocks and to second and 
third liners was also noted. 

HSBC Holdings and Cheung 
Kong were sold, down a respec- 
tive 50 cents and 10 cents to 
HKS7L50 and HKS27.10. How- 
ever, Jardine Matheson went 
against toe trend, rising HKSl 
to HKS5&50. 

SINGAPORE was also easier, 
although the Straits Times 
Industrial index recovered 
from an intraday low of 1,866 
to finish only a net 1.40 off at 


1 ,876.61. Volume was estimated 
at 403J2m shares. 

Fraser &Neave and Semba- 
wang Shipyard receded 40 
cents apiece to SS12.60 and 
S812.40 respectively. 

SEOUL, however, went 
higher for tbe third consecu- 
tive session, with securities 
houses giving good perfor- 
mances. Daewoo Securities 
moved forward Won300 to 
Won23,200 and Lucky Securi- 
ties WonfflO to Won20,200. 

The composite stock index 
closed 2.15 firmer at 724.78 in 
turnover of Won759.6bn. 

TAIWAN feQ hack as turn- 
over shrank from T$23bn to 
TSl&5bn, its lowest level since 
February. The weighted index 
lost 4&85 at 4,446.54. 

Activity was dampened by 
concern over investigations 
into alleged trading irregulari- 
ties which are being investi- 
gated by the authorities. 

MANILA lost ground for the 
second day running on a com- 


bination of disappointing eco- 
nomic data and a severe power ' 
shortage. The composite index 
declined 21.78 to 1,574.36 fa 
turnover of 408.6m pesos. 

KUALA LUMPUR was 
firmer, with activity concen- 
trated in blue chips. The com*, 
posite index rose 337 to 729.43 
in turnover of MSLTbn. 

Sime Darby, however, faff 22 
cents to M$438 in volume of 
135m shares. 

AUSTRALIA rose in line 
with an improvement in the 
gold price. The All Ordinaries 
index put on 4.7 at 1,682.6, with 
the gold shares index advanc- 
ing 82.0 to 1,7983. its highest 
level since March 1990. Turn- 
over came to ASSSlm. 

NEW ZEALAND was driven 
higher by Telecom, up 16 cents 
at NZ$2.95, as investors 
responded to Tuesday’s annual 
results, which included an 
i ncrea se in the dividend. The 
NZSE-40 index gained 2737 at 
161531 to turnover of NZ$67m. 
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